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FARM POLICY: A LOOK BACKWARD 
AND FORWARD 


BY LAUREN SOTH 


I. WOULD be pleasant to be able to say that the farm problem is 
being solved and that farm economic conditions are getting better. 
But the truth is that conditions are getting worse. The decade of 
the ’50s was a disappointing one for farmers—and a disillusioning 
one. While the rest of the nation has been climbing to ever higher 
levels of prosperity,.farm people have been taking cuts in income. 
Prices of farm products are declining, and costs of farm production 
are going up. Agricultural economists in the Department of Agri- 
culture and those in non-official positions agree that production 
of farm products is increasing more rapidly than the demand for 
them. There are of course many other “farm problems” besides 
the surplus problem, but this is the overriding one. Failure to 
solve this one makes all the others more difficult to handle—such 
as poor schools in rural areas, poor housing, the poverty problem 
in the rural South. 

The surplus is primarily a problem of commercial agriculture. 
It scarcely need be stressed that people who produce little and 
sell little are not greatly affected by market conditions. They have 
their own problems, which certainly should not be underestimated. 
But the problem of surpluses concerns the top 2 million farms, the 
commercial farms, which sell go percent of the agricultural prod- 
ucts on the market. Their number has held constant in the years 
since the war, despite the overall reduction in farm numbers. 
These 2 million are the farms run by people who are really in the 
business, full time, people whose average off-farm income increased 
at the rate of only $60 a year between 1952 and 1956. 

And the 2 million commercial farms are primarily family-owned- 
and-operated. The “factory farm,” with hired labor and a non- 
owning hired manager, does not seem to be in the cards as a dom- 
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inant agricultural form in the near future, except where it is the 
dominant form now—mainly on the coasts, where fruit and vegeta- 
ble farms are of this type. On general crop and livestock farms 
there is less hired labor today than there was ten years ago. The 
family farm is larger now than it used to be, but it is still the 
dominant form in American agriculture. 


I 


In considering the problems of commercial farming, a recommen- 
dation that must be given serious attention is that of the Secretary 
of Agriculture. Ezra Benson has been trying for nearly eight years 
to reduce or get rid of government farm programs. He believes 
this effort has not gone far enough. In a recent leaflet for the 
Committee for Constitutional Government, Mr. Benson said: 
“We have made some progress toward sounder farm programs, but 
it has been limited and painfully slow. . .. We must complete our 
revision of the farm programs without delay . .. We must give free- 
dom back to the farmers. We must get rid of government’s 
stranglehold on agriculture.” 

This emotional language about strangleholds does not contrib- 
ute to thoughtful discussion of the policy issues. Indeed, it is 
grossly misleading. In the cases of a few crops, mainly wheat, cot- 
ton, and tobacco, it is true that farmers have been restricted by 
marketing quotas—but only after having voted these restrictions 
on themselves (by a two-thirds majority). As for most other acreage 
allotment programs, including the one in effect until last year for 
corn, our largest crop, farmers have been free to stay in or out 
as they chose. Of course they didn’t get the price-support benefits 
unless they abided by the regulations. In nearly every occupation 
these days there are rules and regulations that must be followed. 
The implication that farmers are bound in some special harness 
is not justified. Actually, the farmer is more independent, despite 
all these so-called controls, than almost anyone else in a modern 
economic system. 

Let us therefore forget the “loaded” words and the ideology and 





FARM POLICY 129 


get on to examine the policy Mr. Benson advocates. In his 1956 
annual report he said: ‘‘Agriculture is now in a position to start 
its upward climb toward a more adequate share of the nation’s 
record prosperity.... In the surplus disposal program, the flexible 
price supports and the soil bank, we have most of the basic tools 
we need to help agriculture in its present emergency.” Now, how- 
ever, in the leaflet mentioned above, the Secretary says: “The agri- 
cultural acts of 1954, 1956 and 1958 provided only a fraction of 
the program we asked for and what farmers need.” The program 
he wants seems to be one that would reduce price supports further, 
eliminating them eventually, and do away with acreage allotments 
and let farmers “go it alone” in free markets. 

It happens that the Department of Agriculture itself has pro- 
duced an excellent study indicating the probable effects of Mr. 
Benson’s proposals.t The study was made by civil-service econo- 
mists in the Department at the request of Senator Allen J. 
Ellender, chairman of the Senate Agriculture Committee. Senator 
Ellender asked the Department to make projections of probable 
supplies and prices of important farm products for the period 
1960 to 1965, under two assumptions: first, that all production 
controls other than those on tobacco were removed (except that 
there would be go million acres of cropland in the soil bank); and 
second, that price supports were lowered to such levels as would 
permit an orderly reduction of stocks of storable farm commodities 
to “normal” over a ten-year period. For example, it was assumed 
that the stocks of wheat would be reduced from 1.5, billion bushels 
as of 1960 to about 450 million bushels by 1965. This means, in 
practical terms, a free market. The economists also assumed aver- 
age weather conditions and no change in the international situ- 
ation. 

Under these assumptions the economists figured that in 1965 
farm production as a whole would show an increase of about 20 
percent above the level of the 1955-57 average; the rise in live- 
stock production was estimated at 25 percent. Here are some of 


1U. S. Senate Document No. 77, “Farm Price and Income Projections, 1960-65.” 
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the prices that could be expected in 1965 under the conditions of 
this study: corn 80 cents a bushel; wheat go cents; hogs $11.20 per 
hundred; cattle $15. A similar study by the Agricultural Adjust- 
ment Center at Iowa State University indicated an even lower 
level of prices. By contrast, prices in 1958 and 1959 averaged 
about $1.07 for corn; $1.77 for wheat; $17 for hogs ($19.80 in 
1958, $14.20 in 1959); $22 for cattle. 

The effect on farm income would be very severe. The Depart- 
ment of Agriculture economists made no estimates of net farm 
income in 1965, but an advisory committee of state agricultural- 
college economists did, assuming a continued growth in national 
income and population, at the rates of recent years.” It figured 
that the larger volume of marketing would result in cash receipts 
to farmers at about the same level as in 1955-57, despite lower 
prices. But costs of production would rise, because of the larger 
volume and more use of fertilizer, chemicals, and other materials, 
even assuming no advance in prices of these materials. ‘The econo- 
mists estimated that by 1965 net farm income would fall to about 


7 billion dollars, from an average of 11.5 billion in 1955-57 and 
about 10 billion in 1960. The brunt of this decline would be 
borne by the 2 million commercial farms. 

So much for a glimpse of the future with greatly reduced gov- 
ernment programs. Now let us take a look back at the effects of 


farm programs in the past. 

Ironically, though the administration has been crusading to get 
the government out of agriculture, the results have been just the 
opposite. The federal government is more deeply embedded in 
agricultural affairs now than it was eight years ago. Its invest- 
ment in farm surpluses has risen to more than g billion dollars, as 
against 2.5 billion in 1952. The government now spends 3 to 5 
billion dollars more each year than it did in 1952 for supporting 
prices of farm products and for disposing of surpluses overseas, 
through gifts, sales for soft currency, sales at cut-rate prices, and 
the like. The number of employees in the Department of Agri- 


2 Ibid. 
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culture has climbed in the last eight years, though the present Sec- 
retary entered office with the statement that excess bureaucrats 
would have to be trimmed away. 

The carryover of wheat rose from a quarter of a billion bushels 
in 1952 to more than one and a quarter billion in 1959. Before 
the 1959 harvest the corn carryover was about 1.6 billion bushels, 
as against less than o.5 billion in 1952. The carryover of cotton 
rose from 2.8 million bales in 1952 to 14.5 million in 1956; since 
then this stock has been reduced by heavy exporting and lower 
production, but it still stood at 9 million bales just before the 1959 
harvest. This is an awful lot of stuff removed from the commercial 
market in the last few years and stacked away in warehouses. 

Government programs have been more effective in supporting 
farm income during these last several years than ever before. In 
fact, they have been of more benefit to farmers than they were 
back in the years when price supports were at a higher level. In 
the 1940s market prices of farm products were above the support 
levels most of the time, because of powerful wartime demand and 
heavy exports for war purposes or postwar rehabilitation and relief. 
As we look back on those years now, the so-called “scandals” of 
potato and egg surpluses seem pretty tame. The cost of federal 
farm programs in all those years was extremely small compared 
with the cost in recent years. This is just another way of saying 
that in those years the farm programs were not providing much 
subsidy to agriculture. But in the 1950s, with enormous advances 
in farm production pressing heavily on markets, even the lower 
level of price supports was very effective in supporting market 
prices and raising farm incomes. 

Studies by the Agricultural Adjustment Center of Iowa State 
University show the substantial effects on farm income of the 
price supports and the storage and disposal operations.’ These 
studies indicate that in 1952-58 national net cash farm income 

8Center for Agricultural and Economic Adjustment, Iowa State University, 


“Lower Price Supports—Lower Incomes?” by Geoffrey Shepherd, Francis Kutish, 
Don Kaldor, Richard Heifner, and Arnold Paulson (mimeographed report). 
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would have been one-third lower without the grain-support pro- 
grams (taking no account of the effect of the cotton, tobacco, and 
other support programs). For that period the net cash income of 
the farm population (not including pay for off-farm work) was 
estimated at slightly more than 10 billion dollars annually. If all 
the grain that piled up in storage in those years, that is, the net 
additions to storage, had gone into consumption, mostly in feed 
for livestock, income would have dropped to an average of about 
7 billion dollars per year instead of the 10 billion that farmers 
actually received. ‘The Iowa State University economists estimated 
that if this grain had been fed to livestock in the usual proportions, 
cattle prices in the 1952-58 period would have averaged about 
$16.50 per hundred instead of $18, and hogs would have averaged 
$12.50 instead of $18.20. 

Here is one of those political oddities for historians to amuse 
themselves with. Just at the time when farm-income support has 
been most needed and government programs to protect farm in- 
come most effective, these programs have been under their heaviest 
attack—and by their administrator himself. 

There is some basis for the charge that Mr. Benson has admin- 
istered the farm programs in such a way as to make them less work- 
able and put them in a bad light with the general public. In 1956 
(prior to the election) Mr. Benson made a “‘secondary”’ price- 
support loan available to all corn growers, regardless of whether 
they had complied with acreage allotments. The loan was about 
25 cemts a bushel below the rate for participants in the acreage 
allotments, but considering the huge corn surplus and the drop 
in market prices, it was attractive. This “non-compliance” loan 
was repeated in 1957 and in 1958. By making it available, Mr. 
Benson violated an historic principle of farm-adjustment programs 
—the principle that a farmer must reduce acreage and comply 
with land-use regulations in order to receive benefits. 

After making this “free” loan to corn producers for two years, 
Mr. Benson got Congress to authorize a referendum among corn 
growers on whether to abandon allotments. He promised to con- 
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tinue the loan at the same rate for another year if farmers voted 
the allotments out. It is not surprising that a large majority of 
the few farmers who voted favored dropping the allotments. Since 
acreage controls never worked well for corn, it would seem wise 
to get rid of them, as Mr. Benson has done. But if one is trying 
to reduce government spending for subsidies, this doesn’t make 
sense. If price guarantees were available only to farmers who 
complied with allotments, the government would have far less 
corn in its warehouses today, and far less invested. 


I 
But let’s not pile all the blame on poor, harassed Ezra Benson. 
Nearly everybody, including the Department of Agriculture and 
most professional agricultural economists, failed to grasp the mag- 
nitude of the forces at work, both on the demand for food products 
in this country and on the supply of those products in the last 
twenty years. One reason is that the effect of these forces was 
hidden during the war and postwar years. 

We are just beginning to realize and see clearly the huge rise, 
due to improved technology, that has been taking place in farm 
production since 1940. The communist Chinese speak of their 
“great Jeap forward,” but their leap forward is nothing compared 
w.in the leap that American agriculture has taken since the start 
of World War II. Production per man in agriculture has been 
rising much more rapidly than production per man in non-farm 
industry—about three times as fast since 1950. Calculations by 
the Department of Agriculture indicate that if farm output had 
continued to advance in the last twenty years at the same rate as 
in the first thirty years of this century, there would today be no 
farm surplus and no problem of depressed farm income. Instead, 
we have had this sweeping upturn in the rate of increase. 

The creation of new farm technology and the adoption of it 
have become almost automatic. The great research laboratories 
of the Department of Agriculture and of our state land-grant col- 
leges are literally manufacturing new technology, almost in direct 
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proportion to the amount of money invested in them. The new 
information is put into practice very rapidly by farmers, with 
the help of our vast public system of agricultural education. It 
is this public (or socialized, if you prefer) system of research and 
education in agriculture that has made possible the great leap 
forward in agricultural productivity. The system really got started 
early in this century, but it took almost thirty years for the ideas 
to become well established and accepted by farmers. Then, with 
the incentive of higher prices in World War II, the real explosion 
of new technology began. 

The vast federal-state program of technical assistance and educa- 
tion for farm people—the county agent system—has continued to 
course ahead at full speed. And in the last twenty years the educa- 
tional extension system has been supplemented by the Farmers 
Home Administration, the Tennessee Valley Authority, the farm 
education programs conducted for veterans after World War II, 
and a continued active high-school vocational agriculture teaching 
program—financed by federal and state funds. The effect that 
the surge of technology has had on production is not yet fully 
understood. There are some reasons for believing that the rate 
of expansion is still growing. In any case the problem of dealing 
with this mighty infusion of new technology will be with us for 
many years to come. 

In addition, the net effect of government intervention in agri- 
culture has clearly been to step up production efficiency and total 
output. The whole soil-conservation effort, including payments 
for liming, contouring, drainage, and the like, plus technical as- 
sistance to farmers, has been a massive production-increasing enter- 
prise. “Conservation” of minerals, oil, timber usually means cur- 
tailing current output in order to have more in the future. In 
the case of agriculture, with modern technology, conservation sim- 
ply means more efficient and greater production now. Rural elec- 
trification also has been an output-stimulator. Even the acreage 
limitations themselves have probably tended to increase total out- 
put over the long run, though they may have guided it in slightly 
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new directions. Acreage allotments on cotton, wheat, and corn, 
for example, have forced farmers into better crop rotations—espe- 
cially into the planting of more soil-building legumes. 

The rapid adoption of new technology and other supply-increas- 
ing factors would be difficult enough to absorb without serious 
hardship to farmers, even if other circumstances affecting farm 
prices remained the same. But they have not. At the same time 
that supply has been increasing so rapidly, the rate of growth in 
demand has slowed down. For many years farmers could count 
on food spending to increase at a considerably faster pace than 
population growth, as a result of rising national income per per- 
son. As people became richer they would buy higher-quality foods, 
higher-protein foods, more vegetables and fruits. This is still hap- 
pening, but not so much any more. The American public is so 
rich and so well fed that people will not put out much more money 
for more food. They spend extra income on cars, vacations, boats, 
television, home appliances. 

Of course, all the perishable food that goes onto the market is 


bought and consumed. But sometimes at a very low price. A 
small increase in supply causes a drastic cut in prices. For example, 
a 10 percent increase in the supply of pork now means about a 
22 percent drop in hog prices to the farmer. Back in the 1920s 
a 10 percent increase in supply meant only a 12 to 15 percent 


decline in prices. 

Under current farm programs the processors and distributors 
and consumers of farm products reap the lion’s share of the bene- 
fits of the public investment in farm productivity. Though indi- 
vidual farmers who adopt new methods first realize temporary 
gains from lower costs (that’s why they do it of course), agriculture 
as a whole does not benefit. The gains are passed along to buyers 
of food in the form of lower prices. Unlike the strongly unionized 
steel or auto workers, farmers have no way of pushing their returns 
upward as their productivity improves. 

When the farm programs began, labor and consumer groups 
feared that a giant farm monopoly was being created to squeeze 
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the public. Even some of the New Deal farm officials conceded 
that this was a danger. A Consumers Counsel was established in 
the Department of Agriculture to safeguard the interests of the 
food-buying public. No safeguard was ever less needed. American 
consumers have the cheapest food in the world—including the 
cost of the subsidies—and probably the highest quality diet in 
the world as well. At present the average American family, ac- 
cording to official statistics, spends a smaller proportion of its 
income for food (including taxes for farm subsidies) than before 
the programs began. To be sure, the wage earner now spends 
about the same share of his income at the retail food counter as 
in 1929, but his market basket contains with the food a much 
higher quantity of packaging, pre-cooking, processing, and other 
services. The raw food, which the farmer sells, costs less in real 


terms than before. 

Whatever effect production restrictions and price supports may 
have had in raising market prices at retail, it has been more than 
offset by factors tending to increase output and lower prices. It 


is strange that those who argue for the dismantling of government 
restriction programs, on the ground that these programs have not 
worked, should also argue that the programs are a burden on 


consumets,. 


III 


Thus if the objectives of all the federal farm programs of the 
last quarter century had been to increase farm production, raise 
farm efficiency, lower food costs for consumers, make available 
great reserves of grain for protection against drought or war, one 
could say they had been highly successful. But since the objectives 
were to reduce output and raise farm income, government inter- 
vention has not, from the farmer’s viewpoint, been a howling 
success. Today per capita farm income—including the money 
value of house rent and of food and fuel consumed on the farm— 
is still about half of per capita non-farm income, the same as in 
the mid-1ggos. It is a fair conclusion that the direct money sub- 
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sidies to farmers in the last twenty-five years have about offset the 
reduction in relative income from the market. The farmer has 
just been able to hold his own in the sweeping rise of national 
income in our generation. 

That he has been able to hold his own has been possible only 
because of a huge migration from farms during these years. The 
historic movement from farm to city has not been slowed by the 
farm subsidies, as many economists feared when the New Deal 
programs began, One-third of the farm labor force has left agri- 
culture since 1940, and the traffic continues. The fact is that with 
all the subsidies to farmers, income opportunities still are rela- 
tively so unfavorable that most young people leave the farm. On 
the other hand, as was emphasized above, output per worker has 
risen faster in farming than in non-farm industry and services, 
because of the rapid adjustment in the farm labor force and the 
striking advances in mechanization, seeds, antibiotics for livestock, 
weed sprays, insecticides, and other improved technology. The 
fears of economists and businessmen about the stagnation that 
would be the consequence of “socialistic” acreage regulations, 
“price fixing,” and “producing for government warehouses instead 
of a free market” have proved groundless. 

No one can deny that agriculture is more productive, more 
enterprising, and more capable of filling its role in the national 
economy now than it was in 1933. What is that role? Is it not 
to provide to the rest of us adequate supplies of food and fiber at 
low real cost? Measured by that standard, the performance of 
farmers has been magnificent, and once again, this takes into 
account the subsidies paid farmers in recent years. The farmer 
himself is the one who has most cause to complain about the 
federal farm programs. He still has far from “parity” income 
opportunity, as compared with the rest of us, and this is what the 
programs set out to achieve. 

Even under present programs the prospect is for some further 
decline in farm income. These programs are pretty messy and 
difficult to manage. And they incur public opposition because 
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of the huge surpluses in storage. But they have been of tremendous 
benefit to farmers. And don’t let anyone tell you they benefit only 
the wheat, corn, and other producers who get price supports. All 
of agriculture benefits from keeping that much grain out of the 
market—because all farmers are potential livestock producers. If 
wheat prices dropped low enough, wheat growers would switch to 
raising more livestock. And if livestock prices got low enough, 
many hog producers and cattlemen would start milking cows, and 
the dairy business would be in trouble. 

What then is desirable for the future? The very least we 
can do on farm policy for the "60s is to maintain the present pro- 
grams. Better yet would be to increase the payments for the soil 
bank, in order to withdraw at least another 25 or 30 million acres 
from production. Such a land-retirement program on a bigger 
scale would not solve the surplus problem overnight, but it would 
be a move in the direction of a solution. It would shift part of 
the benefits of the advance in farm technology to farm people them- 
selves—both those who leave farming and those who stay in. 

If farm technology had stopped improving as of about 1940, 
farmers today would be much better off than they are, and without 
any price supports or other subsidies—even assuming that all the 
people on farms in 1940 had stayed there. But the rest of us would 
be much worse off, with far higher food costs. This is the funda- 
mental reason why government intervention and subsidies are 
necessary in the farm business. It is in the intérest of society that 
farm technology continue to improve—but it is unfair to ask 
agriculture to bear the cost of this improvement, assuming, as 
most people do, that farmers are entitled to equal pay for equal 
effort and equal ability in a modern, humane society. 

Every industrial nation in the world—that is, every rich society 
in the Western world—pays government subsidies of one kind or 
another to agriculture. This does not make such subsidies “right,” 
but it is strong presumptive evidence that agriculture cannot op- 
erate as an atomistic, free-market industry in a world of controls 
and administrative wage and price setting for other industries. 





EAST GERMANY: PROGRESS 
AND PROSPECTS* 


BY JOHN H. HERZ 


-— without Mandate—Macht ohne Mandat—the title of a 
recent book on East Germany,' is in two ways an apt description 
of present East German rulership. It indicates something that this 
rule shares with other undemocratic regimes: that totalitarian con- 
trol means unlimited and irresponsible government. And in addi- 
tion it highlights the fact that in this instance the unit in which 
such control is exercised cannot even be called a nation, or country, 
in the ordinary sense; in contrast to other so-called ‘‘captive na- 
tions,” the self-styled German Democratic Republic, in the eyes of 
most of its inhabitants, is not a “nation” but part of one. Not only 
is power there exercised without popular mandate; the unit in 
which this power operates is itself illegitimate. 

This double illegitimacy sets off East Germany from the other 
satellites, which at least are national units. However imposed and 
autocratic their regimes, they have in some minimal measure a 
representative nature, somehow represent Rumania, or Poland; 
they can thus be put under pressure to take care of some minimal 
“national” interest and are liable to “nationalist deviations.” The 
Ulbricht regime in East Germany, on the other hand, has con- 
vinced hardly anyone, perhaps not even itself, that it is in this 
merest minimal sense the caretaker of German national interests. 
And this may be one reason why East Germany is still the most 
dictatorially controlled of all units in the Eastern bloc, including 
the Soviet Union itself; in fact, it is still a Stalinist dictatorship. 

In the following pages I shall sketch some significant trends in 

* Eprrors’ Nore—This article is a slightly adapted version of a paper read by 
the author at the Princeton University Conference on Germany, March 15-16, 1960. 


1Ernst Richert, Macht ohne Mandat, Der Staatsapparat in der Sowjetischen 
Besatzungszone Deutschlands (Cologne 1958). 
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recent developments within East Germany. On this basis I shall 
then hazard a few comments :on what they suggest regarding the 


future. 
I 


I turn first to the sphere of political controls, which are decisive 
because of the lack of any other cohesive features of this artificial 
unit. Nazism was able to appeal to the nationalist feelings of 
Germans, exploit a national emotionalism. But East German 
Communism appears to those who live under it as an alien-backed 
rule that prevents a portion of Germany from joining the Germany 
that is free, or at least freer, both internationally and domestically. 
Thus the regime has to rely on the instrumentalities of total con- 
trol: force, intimidation, indoctrination, and the exploitation of 
opportunism. Ideologists who truly believe in the emancipating 
role of Communism for Germany are isolated in the ruling party, 
and probably a minority even there. In any event, a small group of 
former “Moscow” Communists (that is, German Communists 
exiled to Moscow during the Nazi period) is forever being shifted 
around in the top positions of party and state, while the total 
number of active adherents of the regime has been estimated as 
amounting to no more than 1 percent of the population. Hence 
the SED is not merely the only power in the state but is itself a 
“party of a new style’: centralized, disciplined, under the iron 
control of its ruling top level. 

What has happened politically in East Germany in the last 
couple of years is characterized by the fact that nothing of im- 
portance has happened. In contrast to most Communist parties 
and regimes in the Eastern bloc, there has been no “thaw,” no 
“liberalization.” Those who seemed to see the new light, after the 
Twentieth Party Congress in Moscow, were purged mercilessly; 
and a new purge, affecting some of the highest and most powerful 
party figures (Wollweber, Schirdewan, Olssner), occurred after the 
Polish-Hungarian events, early in 1958. The fifth Congress of 
the SED, in July 1958, thus found Ulbricht in firm control, with 
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the customary admissions of error or guilt on the part of real or 
alleged deviators. 

The party itself, originally a fusion of Communists and Social 
Democrats, has been increasingly based on “cadres” of Communist 
loyalists, with former Social Democrats either out or impotent, or 
perhaps kept merely for show, as is true of men like Grotewohl and 
the younger Ebert. Membership has been kept relatively low, 
with the percentage of workers and peasants declining in favor of 
that of functionaries, despite efforts to the contrary. This de- 
velopment of a bureaucratized party of bureaucrats corresponds to 
the general trend toward the formation of an elite of the func- 
tionary-managerial group or “class” (among so-called “deputies” of 
elected bodies, including the local ones, the largest group, larger 
than that of workers, consists of functionaries). These elites want 
to be among themselves, as can be seen from occasional glimpses 
revealing, for example, the establishment of special schools for 
children of the high party and government bosses at Pankow. 

This dominance of the policymaking top level of the party is 
reflected in government and administration. Ulbricht faithfully 
follows the Soviet line while keeping in complete control politi- 
cally. Thus, in 1958, Khrushchev’s new policy of decentralizing 
the economic administration was duly copied and duplicated, but 
government remains in the hands of the SED Politbureau and the 
Secretariat of the party’s Central Committee. It is strange that the 
exact counterpart of what Marxism-Leninism asserts of capitalist 
regimes—the control of government by capitalist wirepullers— 
occurs in totalitarian regimes, in the relationship between the top 
layers of party and ministries. Often, of course, these are personally 
identical, the top party leaders being also the top government 
executives. 

Constitutional and other democratic trappings have necessarily 
remained mere window-dressing. The various so-called parties 
combined in the National Front are all complete stooges under 
the SED, without lives of their own and in some measure even 
financed by Big Brother. In regard to elections, there is a tiny 
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residue of choice in the occasional possibility of rejecting nominees 
in pre-election voters’ meetings; this can happen, for example, if a 
candidate is discovered to have a Nazi past, unknown to the party 
(many former Nazis, whose past is known, are of course in the 
party, sometimes in high positions). But even here, apparent 
popular rejection may constitute merely the means whereby the 
SED can get rid of an unwelcome nomination from one of the 


stooge groups. 

Actually, elections are merely opportunities for rallying the 
people behind one or another slogan for one or another of the 
forever changing “points of concentration,” for which the entire 
propaganda machine is mobilized (a recent “point of concentra- 
tion” was, for instance, to raise the productivity of agriculture, in 
view of serious shortages, especially in meat and dairy products). 
The overall importance that the regime attaches to elections is well 
reflected in Ulbricht’s statement: ‘““We vote for one unity list be- 
cause we are all united—that’s why.” To raise this unity from a 
mere level of sullen apathy is the primary objective of all the 
propaganda and mobilization efforts—the elections (the latest 
achievement being the election of lower-court judges by local and 
district diets), the National Front, the stooge parties, the ‘‘operative 
brigades” formed for this and that and everything. 

The field of law and law enforcement is another that reflects a 
“Stalinist” type of rule and control. Law under this regime, as Mr. 
Kirchheimer has put it, is merely “the respectable twin-brother of 
terror.” ? Terror is exercised by the SSD, or secret police, which 
in East Germany, in contrast to the Soviet Union, has not been 
downgraded, although since state police chief Zaisser’s demise in 
1953 it has not been in a position to play any political role in- 
dependently of the top party leadership. The secret police is one 
of the party’s enforcement instruments, and its effects are evident 
from the estimate that there are still 10,000 political prisoners. 

But its role should not be exaggerated either. The trend has 


2 Otto Kirchheimer, “The Administration of Justice and the Concept of Legality 
in East Germany,” in Yale Law Journal, vol. 68 (1959) pp. 705 ff. 
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been to dispense with terror whenever possible, substituting for 
it that engineering of consent, or at least of an appearance of con- 
sent, that I have mentioned in connection with elections, “opera- 
tive brigades,” and the like. For this, the chief instrumentalities 
are the mass organizations (such as trade unions or peasants’ organ- 
izations) and in the last resort the party itself, which in the doctrinal 
sense constitutes the embodiment of “historical reason’’ or the 
“real” will of the (presumed) revolutionary majority. What ap- 
pears to the outside observer as phony and outrightly deceptive 
remains for the true believer something vital—a means of main- 
taining contact between the masses and their vanguard. 

If initial out-and-out terror has thus been receding behind more 
refined ways of control, the legal machinery has not become 
similarly mitigated. Topped by the feared holders of the twin 
uppermost positions in the administration of justice, Minister 
Hilde Benjamin and, until his death in March 1960, Attorney- 
General Melsheimer (whose successor has not at this writing been 
announced), it has emerged as one of the chief means of safeguard- 
ing the varying policies of the regime without regard to individual 
or group rights or liberties. Its complete arbitrariness is reflected 
in the fact that one may be held criminally liable, regardless of 
guilt, for something deemed socially damaging, while on the other 
hand a suit may be nol-prossed, though the defendant is guilty, be- 
cause his action is deemed not to have caused social damage. This, 
of course, is a complete negation of “legality” in the Western, 
liberal sense. 

In the wake of de-Stalinization in the Soviet Union, some em- 
phasis had been put on enforcing without arbitrariness at least 
the laws on the statute books, and there was even a little liberaliza- 
tion in the observance of certain rights of defendants in pre-trial 
procedures, but this tendency quickly yielded again to procedures 
and policies of repression. “Socialist legality,” as the more liberal 
attitude was called, now had to be combined with observance of 
the party line, and interpreted in that light. Not only were more 
stringent punitive laws enacted against such acts as sabotage, 
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flight from the Republic, or incitement to flight, but an intended 
liberalization of the law of criminal procedure, that touchstone of 
liberalism in any regime, was given up. ‘Thus even the more 
“liberal” policies are at best mere turns in the forever zigzagging 
party line, reflecting the changing requirements of the regime. 
Apart from this, earlier developments in law and the judiciary 
have been simply continued. An indoctrinated and coordinated 
judiciary is kept close to the policies of the regime by such means 
as official criticism of lower-court judgments by higher courts; 
official interpretation in official journals of how laws are expected 
to be applied; and “brigades” of inspectors (everything is organized 
in “brigades”) sent down to the local level. The personnel of 
courts and prosecution is by now almost entirely drawn from the 
socially desirable classes—workers and small peasants. Few at- 
torneys-at-law are still independent; most of them are organized 
(like farmers and artisans) in lawyers’ cooperatives, which assign 
cases and clients. This hardly matters any more, considering that 
they can (and want to) do little for the client in any event, and 
that their influence in trials and before trials is dwindling. 


II 


In the economic field recent trends have completed, or almost com- 
pleted, earlier developments toward collectivization of agriculture 
and nationalization of trade and industry. An even more signif- 
icant feature is the increasingly tight integration of the East Ger- 
man economy in its entirety into the economic system of the 
Eastern bloc. 

The most sudden and revolutionary recent event occurred in 
agriculture, where a quickly launched, violent step-up in the col- 
lectivization of still existing private farming ended, by mid-April 
1960, in the triumphantly announced complete transformation of 
this sector into a “‘socialist’” one. There had been two prior waves 
of collectivization, that is, altogether three big revolutions in ag- 
riculture since 1945. The first, of course, was the land reform 
that distributed the Junkers’ estates and other large holdings 
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among smallholders and landless people. ‘This development 
toward the establishment of large numbers of small—as was soon 
apparent, too small—units was countered by the regiime’s attempt, 
in 1952 and 1953, to transform independent small farms into 
larger units, chiefly as kolkhozes, that is, agricultural production 
cooperatives on the Soviet pattern. This first wave of collectiviza- 
tion, which affected about one-fourth of the arable land, was 
stopped after it had caused a massive flight of peasants westward, 
and a more lenient policy followed on the uprisings of June 1953. 

With the inauguration, in 1958, of a seven-year plan, which in 
agriculture aimed at completion of collectivization by 1965, a 
second wave began, which by early 1960 had led to collectivization 
of about 50 percent of the land under cultivation. Then started, 
in steamrolling fashion, the sudden campaign for immediate com- 
pletion of collectivization, which was crowned with success within 
a matter of weeks. While we still do not know what caused the 
regime to force a measure that had been supposed to extend over 
years, we know the procedures through which the aim was 
achieved. There was no law or decree compelling farmers to sign 
up; there was “only” a total mobilization of party workers, police, 
and other “activists” from cities and towns, descending in “bri- 
gades” on the countryside and relentlessly working on each in- 
dividual farmer until, worn out, intimidated, propagandized, in 
short, thoroughly ‘“‘brainwashed,” he saw no other way than to 
capitulate. The result is that East Germany, alone among the 
Soviet satellites, can now boast of i00 percent “‘socialism in the 
countryside”’ as one of its prime achievements. 

Even before this revolution, difficulties arising from inefficiency 
and over-bureaucratization were endemic in the collectivized 
sector, difficulties that were coped with by propaganda campaigns 
for more output and a kind of Stakhanovite socialist competition— 
even among farm animals. Thus a propaganda sow Iolanthe and 
her colleague, propaganda cow Flora, made the headlines of the 
controlled press as champion producers of fat and milk, respec- 
tively. And the socialist principle of ‘“‘he who works most gets most 
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to eat’’ was declared to apply to animals: the cow that produced 
most was to get the most and best hay. Difficulties in supplying the 
population with butter, meat, and the like were blamed on the 
drought of the preceding summer, which was a fact, but there was 
apparently more to it, for the farmers’ dissatisfaction had already 
erupted in waves of arson and similar sabotage. 

Sharply increased difficulties can be expected in the aftermath 
of total collectivization, which is bound to result, at least tem- 
porarily, in lower yield, if not in worse. On the other hand, it 
would be rash to conclude that the system of agricultural produc- 
tion is threatened with complete breakdown. This is unlikely to 
happen. The regime, here as in other fields, has weathered serious 
crises, and over the years production on the whole has even risen. 
Despite the problems of the immediate future, this overall trend 
toward increased output will probably reassert itself. 

Success in the sense of increased production has been much more 
spectacular in the industrial sector of the economy. Contrary to 
popular legend, East Germany has always been an important in- 
dustrial part of Germany. It now ranks fifth among the industrial 
countries of Europe, and its development is reflected in figures 
that show a rise in the value of exported goods and commodities 
from 400 million dollars in 1950 to 1900 million in 1958, and in 
imported goods from 470 million to 1700 during the same period. 
As is typical of an industrialized country, two-thirds of the export 
was in machinery and other industrial products, while about half 
of the import was in raw materials, most of the remainder being 
food. Thus in its economic structure East Germany can be com- 
pared with West Germany. New industries and installations are 
constantly being established: steel plants, a nuclear power plant, 
new dockyards on the Baltic, to compete with Hamburg and divert 
East bloc shipments from that port. In 1959 industrial output, 
according to East German sources, rose by 12 percent. 

Industry is now almost completely nationalized. Between 1950 
and 1958 the proportion of “socialized” enterprises rose from 26 
to 89 percent. This trend refers to trade too; wholesale trade, for 
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instance, is now completely in the hands of the state, and the 
remainder is doomed by a system of state participation in in- 
dividual businesses on the Chinese pattern. The latter was intro- 
duced in 1957 and now extends to an increasing number of estab- 
lishments. 

Whether because state participation is the only way owners can 
get credit, supplies, or new equipment, or can avoid insuperable 
difficulties in taxation or allocation of labor or in obtaining govern- 
ment orders, or because they are otherwise subject to political 
charges and denunciations, individual owners are induced to ac- 
cept a government “‘partnership,” which generally is between 30 
and 80 percent of the capital. The system serves the regime in two 
ways: the still needed managerial and technical skill of the owners 
continues to be utilized, while a smooth although gradual transi- 
tion from capitalism to socialism is guaranteed, for the enterprises 
are eventually to be taken over on the deaths of their owners. This 
take-over system is applied even in handicrafts and the professions, 
where the permit or license necessary to continue the enterprise 
or profession is denied to the heir. Thus, without too much dis- 
ruption of production, the still extant bourgeoisie is pensioned off, 
gradually to disappear through dying out. However, by the spring 
of 1960 it appeared that the fate of the farmers was awaiting also 
the owners of small handicraft establishments, repair shops, and 
other small retail units; a campaign to force them into joining 
“socialist cooperatives” had begun. 

The entire economic process proceeds, of course, on the basis of 
overall planning, which has meant the usual, often fantastic, 
amount of red tape and bureaucratization, though recently there 
have been efforts to counter this through some decentralization of 
decision-making and management. The overall economic aim has 
been twofold, and the results thus necessarily somewhat contra- 
dictory: on the one hand, to increase ever more the output in heavy 
industry and capital goods; and on the other hand, to raise living 
standards to something more in line with the one always present 
standard of comparison, West Germany, and hence to emphasize 
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the production of consumer goods. The overall result, because of 
a general increase in productivity, has not been unsatisfactory: al- 
though East Germany is still not on a par with the West, there has 
been undeniable improvement in living standards over the last 
couple of years. 

It is a somewhat spotty picture. Rationing has been abolished, 
and there are more consumer goods in the stores, but these, apart 
from food staples and the like, are expensive and not always availa- 
ble. To compensate for the shortage or expensiveness of cars, 
refrigerators, or better clothing, certain basic goods and services 
are free or provided at small cost; for example, there is low-rent 
housing, though it is still insufficient and cramped; medical serv- 
ices for everybody; free mass education; relatively high retirement 
and disability pensions, comparable in purchasing power to those 
in West Germany. Thus while wages and salaries, in terms of 
purchasing power, are still relatively low, there is some compensa- 
tion. 

In regard to workers’ status and conditions there is a good deal 
of diversity. Certain types of work considered particularly im- 
portant are paid much above the average. And there are the high- 
salaried elite groups of engineers, managers, functionaries, and 
“outstanding” intellectuals. The “outstanding” intellectuals, in- 
cluding artists, are those who, in terms of the regime, are espe- 
cially valuable, conforming, and thus deserving. A facade of 
cultural concern—including sometimes a very high quality of 
performance (especially in East Berlin, which in this respect 
manages to outcompete the West Berlin ‘“‘showcase”)—cannot but 
impress culture-conscious Germans and mislead some into believ- 
ing that the regime has a genuine concern with these things; it is 
culture propaganda that has paid the regime handsomely. 

Perhaps even more important than the internal features of the 
East German economy is its increasingly exclusive tie-up with the 
Eastern bloc. From a victim of Soviet economic exploitation dur- 
ing the immediate postwar period, East Germany has been trans- 
formed into one of the most important industrial units in the 
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entire Communist world, in fact, next to the Soviet Union itself 
its most important member in intra-bloc trade, by now preceding 
Czechoslovakia as well as China, and, in the field of heavy in- 
dustry and transportation products, even the Soviet Union. Three- 
fourths of its trade is by now with other bloc countries, while trade 
with West Germany, for instance, has fallen below 10 percent. The 
split of Germany could hardly be illustrated more poignantly than 
by the fact that there is more exchange going on between East 
Germany and far-away regions like China, North Korea, and 
North Vietnam than between the two parts of Germany itself. In 
addition, East Germany is rapidly becoming one of the important 
traders with underdeveloped countries, in active competition with 
West Germany in Egypt, India, and elsewhere. The nature of its 
export trade reflects a policy of specialization within the bloc: East 
Germany specializes in machine tools and industrial equipment, 
electronics, automation, machinery for the chemical industry, and 
chemical products. 

If one remembers that Soviet troops continue to be stationed in 


East Germany, and that these twenty divisions are vastly superior 
to East German armed forces (which thus seem more suitable for 
coping with internal unrest of the 1953 pattern than for military 
defense), one can see how the DDR is integrated into the Eastern 
bloc in triple fashion: economically, militarily, and, of course, 
politically. ‘The closer this integration, the more difficult it be- 
comes to conceive of future disintegration, such as would become 


necessary for the reunification of Germany. 


III 


Since East Germany has thus been moving ever farther away from 
the remainder of Germans in economic organization and social ori- 
entation, how have its rulers fared in their effort to render its in- 
habitants different also in minds and attitudes? It is here that 
developments in education, culture, and religion assume special 
importance, for there can be no doubt that the winning over of 
the younger generation has been, in East Germany as in other 
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totalitarian regimes, a major “point of concentration.” And there 
is considerable possibility of success in this effort—not, perhaps, 
success in converting East Germans to Communism as a system of 
belief, but rather in alienating them from any Western kind of 
ideal, attitude, or way of life. We must not forget that East 
Germans below the age of go to 35 never had a chance to ex- 
perience anything resembling liberal democracy, even the oldest 
among them having grown up under Nazism and then, almost with- 
out break, having come under Communism. The entire younger 
generation has remained without direct knowledge of non-totali- 
tarian life and society. 

Educational and religious policies of the regime reflect a three- 
fold aim: clear separation from the Western world; indoctrina- 
tion in the ideals of Communism and the ideology of Marxism- 
Leninism; and the penetration of education with the spirit of 
what one may call scientism or engineerism, the only kind of 
training deemed in conformity with the Weltanschauung of “dia- 
mat,” or dialectical materialism. 

The first aim is reflected in the emphasis on all things Russian. 
The Russian language is compulsory in high school, as well as for 
three years at the university, and Russian literature, history, culture 
are always stressed. Student bodies are so selected as to give the 
children of “proletarian” background a better chance, or rather a 
preferred status, those of bourgeois origin being discriminated 
against when it comes to admission to the university, stipend 
awards, and so forth. Thus a system of mass education with an 
anti-upper-class bias has developed, which sets off schools and 
institutions of higher learning from West Germany in particular. 

The second goal, that of indoctrination, is of course fundamental 
in every Communist-controlled regime. Study of the social sciences 
in the Marxist-Leninist interpretation is basic in school and at the 
university level. In order to counter the influence of the still 
existing churches, the regime sets itself up as a kind of atheistic 
counter-church, equipped not only with its own dogma and high 
priests but with the symbolism of special “‘socialist’’ ritual and 
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ceremonies, for birth, wedding, burial, and similar occasions. In 
particular, a solemn youth consecration is celebrated at the age of 
religious confirmation, to overshadow the latter and destroy the 
child’s allegiance to religion. The struggle between church and 
state has lately centered around this conflict. The Catholic church 
(which, of course, is less significant in East than in West Germany) 
has tried not to make an issue out of it, but the Protestant church 
attempted to meet the challenge head-on by refusing religious 
confirmation to those submitting to the Communist youth con- 
secration; pressure, combined with opportunism, induced most 
families, however, to yield to the regime’s demands, and the church 
has been compelled to backtrack. The proportion of children now 
undergoing Jugendweihe has been estimated as high as go percent; 
the Evangelical church is trying to counter this by lowering the age 
of religious confirmation to 12 years. 

This wavering is characteristic of general relationships between 
churches and regime. On the one hand, religious activities have 
not been outlawed, and there are still remnants of the traditional 
German tie-up between church and strate. Thus, while state 
subsidies have for the most part been abolished, there remain some 
theological faculties at the universities. Organizationally, the 
Protestant church even remains one for both Germanies, with the 
bishop of Berlin-Brandenburg residing in West Berlin and preach- 
ing in the East. On the other hand, although both sides at present 
try to avoid conflict situations, the regime seems to be determined 
gradually and, as the youth-consecration issue shows, not unsuc- 
cessfully to reduce the influence of religion. Recently the church 
had to reaffirm its loyalty in the secular-political realm through a 
pledge to cooperate in “‘socialist reconstruction.” 

The regime’s third objective seems closely related to the man- 
power needs of an industrialized country. A new school system 
has just been introduced, providing for 10 (instead of 8) years of 
basic schooling for all, in so-called ‘“‘polytechnical” schools. A 12- 
year polytechnical education leads to the traditional German final 
examination, the Abiturium, but those graduating from the 10- 
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year course have the possibility, through evening courses or similar 
study accompanying their work, of entering the university without 
formal Abiturium, and this procedure is the one that is officially 
favored. 

Emphasis is on mathematics, science, and practical preparation 
for work and occupation. For some years, compulsory work one 
day a week in an enterprise or on a farm has been required, a 
provision that may reflect present manpower needs as much as an 
educational philosophy of “learning through doing.” More 
ominous is the trend toward putting the entire free (after-school) 
time of the children under control through a system of all-day 
attendance at organized activities (Ganztagserziehung). The 
“Chinese” trend toward total collectivization of life is unmistaka- 
ble. Those who go through the 12-year program will have to do a 
year of practical work before entering the university. After finish- 
ing their university studies, students are pledged to three years of 
service in whatever post or capacity the state determines. This is 
considered a compensation to society for the fact that about 94 
percent of those studying—and the number of students is propor- 
tionately larger than that in West Germany—treceives state stipends, 
that is, a kind of salary paying for tuition and living expenses, as 
well as free medical services, social insurance, and the like. 

Judging from the fact that the refugees from the Zone include 
a large proportion of young people, especially students, one might 
conclude that dissatisfaction and unrest prevail among them. I 
believe this would be wrong. After all, the number of those fleeing 
constitutes only a small proportion of the total student body. More- 
over, many who escape belong to the social groups that are dis- 
criminated against or are denied access to higher education, or be- 
long to families who perceive no chances for the children under 
the regime; their parents prefer giving up whatever professional 
or occupational status they may still have, in order to provide a 
better future for their children in the West or because they despair 
of counteracting the anti-religious or general political indoctrina- 
tion of their children in the East. This movement of emigration, 
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similar to that from Russia after 1917, in part reflects the defeat of 
the bourgeoisie in the ‘class warfare” waged by the regime. 

The majority of the students seem to go along with the regime 
more or less opportunistically. While most of them are not being 
converted into enthusiastic Communists, they recognize the bene- 
fits of free education, a system the regime never tires of contrast- 
ing with the plutocratic system in the West. As in the West, most 
of the students are merely interested in getting on personally, pass- 
ing their exams, and adjusting themselves as best they can to the 
formal requirements of political organization and political ac- 
tivity. 


IV 


What does all this presage for the future? As I said in the begin- 
ning, the unit calling itself the German Democratic Republic, but 
generally referred to by Germans as “Middle Germany” or 
Zone,” is still not recognized as a legitimate separate state by the 
vast majority of Germans, including those in the Zone. This is 


“e 


the 


corroborated by the continuing flight from the East by its in- 
habitants, in numbers totaling by now about 3 million, with the 
result that the population of East Germany has actually decreased 
over the years. This ‘voting with the feet” has led some to draw 
overly optimistic conclusions. Jokingly it has been said that if 
this movement goes on, the problem of reunification will in due 
course be solved by all Germans being happily united in West 
Germany. 

But we have to distinguish. Not only has the number of refugees 
decreased lately (something in part explained by the increasing 
difficulty of leaving and the severity with which an attempted 
“flight from the Republic” is prosecuted) but, perhaps more signif- 
icant, there are now fewer farmers and workers among them (the 
number of farmer refugees rose steeply, of course, during the final 
stages of collectivization in the “black spring’”’ of 1960); instead, 
there is a larger percentage of students, teachers, professors, doctors, 
and members of other professions. While this creates critical 
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manpower shortages in certain special fields, it also seems to in- 
dicate that the more populous classes are becoming somewhat more 
satisfied, or at least resigned to existing conditions. 

Provided the regime succeeds in training and recruiting a new 
intelligentsia, it appears likely that an improvement in living 
standards and living conditions would give it an indefinite lease 
on life. There are no indications of a new uprising—the 1953 ex- 
perience and the Hungarian case being effective deterrents—and 
Ulbricht may feel safe as long as Moscow continues to back him. 
The fewer the ties that still connect East and West Germans, the 
greater the chances that East Germany will eventually be alienated 
from the West and emerge in the end as a really different country 
and nation, despite the character of illegitimacy that still attaches 
to it. 

Hence the vital importance of West Berlin is evident. To me it 
is likely that one, perhaps the, major motivation behind the Berlin 
crisis has been the urgent desire of the regime to close this one big 
hole in the iron curtain. West Berlin is now the major escape 


hatch for refugees, and simultaneously the major point of con- 
tinuing contact between Germans of the two sides. I venture a 
guess that the major reaction by the East to the West’s continuance 
of the present status of West Berlin will be a severance of all con- 
tacts and communication between the two sectors of the city. If 
the East—as appears likely—has written off reunification as a prac- 
tical possibility for the foreseeable future, such a final cut-off would 


appear a logical step. 

On the other hand, if reunification—through disengagement, 
neutralization, or some other plan—be regarded as not entirely 
impracticable, the West might well devote some thought and 
advance planning to questions of reintegration, that is, the way 
in which East Germany could be readjusted to the West. In the 
West a legalistic type of thinking, reflecting the interests of the 
former owning and ruling classes in East Germany and demanding 
restoration of the status quo of 1945 and before, seems to be pre- 
dominant. While this attitude seems to fit in with the restorative, 
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conservative features of present-day West Germany, it would obvi- 
ously entail a not only impracticable but politically and socially 
disruptive counter-revolution. Such extreme claims serve only to 
encourage Communist propaganda. At the other extreme there 
are those who would insist on leaving intact all economic, social, 
and property changes that have occurred, on the ground that the 
masses of workers and farmers in the East consider them “accom- 
plishments” in their favor. Obviously this does not apply to agri- 
culture, for farmers are likely to be interested in keeping—or, now, 
in getting back—what they received through the original land 
reform, but hardly in collectivization. Even in regard to workers, 
however, interviews with refugee workers have yielded interesting 


and surprising findings. 

In the first place, few had left for political reasons; for most it 
had been personal, family reasons, or the hope of finding better 
jobs or living conditions in the West. (Incidentally, disappoint- 
ment with actual conditions in West Germany, and a lack of pre- 
paredness there for making these people feel at home, account for 


the almost unknown fact that a relatively high proportion, lately 
amounting to about 25 percent, of the refugees become returnees, 
that is, go back to the East.) And in the second place, very few of 
these worker refugees considered nationalization of industries and 
enterprises “achievements” or “accomplishments” to the credit of 
the regime. What they liked were rather the social-welfare fea- 
tures, such as free medical services, continuation of wages during 
illness, nurseries and similar facilities attached to enterprises, paid 
vacations, and so on. 

These, of course, are achievements of the liberal-democratic wel- 
fare state as well. It attests to the efficiency of East German propa- 
ganda that it has apparently created concern, even in the minds 
of opponents or the apathetic, lest reunification involve loss of 
these benefits and restoration of a harshly exploitative rule of the 
rich. It attests to the ineptitude of Western propaganda that it 
has not managed to combat this impression. To do so effectively 
would require, of course, that West Germany is sincere in its efforts 
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to build up a genuine social market economy, not merely grudg- 
ingly yielding what it must to demands for social improvement. 
This would imply recognizing that there are accomplishments of 
the regime in the East which, unconnected with political coercion 
and indoctrination, would constitute genuine progress, such as 
free mass education. What a beautiful utopia of a free and demo- 
cratic welfare society emerges from such an amalgamation of the 
best in both systems! Reunification under such conditions would 
benefit Germans as nothing has done before. 

As a political realist, however, I must reluctantly admit that the 
chances of its realization appear at this point exceedingly slim. 
Walter Lippmann once said: ““The way in which the world is 
imagined determines at any particular moment what men will 
do.” The world, as imagined by the present rulers in Moscow and 
Pankow, is one wherein East Germany constitutes the nucleus of 
a socialist, that is, Communist all-Germany of the future. As has 
happened all too often in the last fifteen years, it seems that in 
the question of German reunification, too, opportunities for a 
compromise solution have been missed until it was too late, and 
this because of political intransigence in the West, obsession with 
doctrinaire ideology in the East. It appears therefore that indefi- 
nite partition will be the price Germany will have to pay for 
whatever peaceful coexistence will prevail on a partitioned planet. 





PRICES AND WAGES IN RECESSION: 
LEGAL VERSUS VOLUNTARY 
RESTRAINTS 


BY HANS APEL 


ioe need for anti-inflationary policy was born and reared in a 
climate of high prosperity and boom. Therefore the recent tend- 
ency of inflation to persevere even through recession has neces- 
sarily led to an examination of the continued usefulness of our 
traditional defenses, and of possible new avenues of approach to 
the problem. Past periods of recession had at least the merit of 
producing deflationary effects sufficient to bring the long-range 
rate of inflation down to tolerable proportions from the extreme 
peaks reached under war and postwar pressures. A lack of such 
interruption would set up a tendency toward almost continuous 
inflation—a tendency exemplified by the fact that the brief period 
of price stability during the early recovery in the second half of 
1958 was soon replaced by a new inflationary trend—and might 
result in cumulative rates of dangerous proportions. Recent expe- 
rience has already demonstrated that our traditional weapons of 
monetary and fiscal policy are either ineffective or, on the contrary, 
too hazardous to use under conditions of weakening demand, sim- 
ply because the more effective they prove to be against inflation 
the more they tend to weaken demand further. Disappointment 
on this score has revived the discussion of price and wage policies, 
which had increasingly fallen into disregard as practical anti- 
cyclical weapons. 

The case for such policies originally rested on the theoretical 
assumption that the demand for labor and for commodities is 
prevailingly elastic, which implied an automatic tendency toward 
limitation and reversal of prosperity as wages and prices rose, and 
toward a similar reversal of depression as they declined. From this 
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interpretation it was but a small step to a call for conscious policy 
that would render the effects more controllable. However, as soon 
as it was argued that there was ample evidence for postulating in- 
elasticity of demand as the more realistic condition, and as soon 
as wages were viewed not only as costs but also as income, policy 
conclusions went into opposite directions. On the one side, busi- 
ness as a group irsisted on the efficacy of wage reductions as a 
proper means of ending depression. On the other side, labor as 
a group insisted that the ending of depression depended on added 
purchasing power, which only wage increases could bring. 

If the merits of this crude analysis were minimal for the treat- 
ment of cyclical disturbances of the traditional character, they are 
nonexistent for a situation in which recession is accompanied by 
continued inflation rather than by deflation. Thus interest has 
now shifted to the more specific question whether inflation as 
such results primarily from present methods of price determina- 
tion or, instead, from strong wage pressure, which if successful 
must necessarily lead to higher prices. 

The theoretical basis for a price policy that would attempt to 
enforce non-inflationary pricing is provided by the tenet of “‘ad- 
ministered pricing,” while measures of wage policy, directed 
against the allegedly irresistible power of big labor unions, rest 
on the so-called “‘cost-push” doctrine. Supporters of the first con- 
cept want added and strengthened anti-monopoly statutes against 
business, while adherents of the second concept insist on the need 
for legal restraints on excessive union power. But since the cost- 
push doctrine implies the ability of labor unions to “administer” 
wages, similar to the way pricing occurs in oligopoly, the concept 
of “administered pricing” can be widened to cover present wage 
setting (A. P. Lerner’s concept of “‘sellers’ inflation” similarly 
covers prices and wages). 

The discussion of these matters has proceeded far enough to 
merit a review with a twofold purpose: first, to evaluate the analyt- 
ical results in order to judge whether they provide a sufficiently 
firm foundation for policies of legal restraint; and second, to throw 
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more light on the feasibility of the alternative, voluntary restraint. 
Although it is generally recognized that, as Edwin G. Nourse has 
put it, “the processes of price-making and of wage-making are so 
intertwined in the modern industrial world that neither can be 
effectively analyzed in isolation from the other,” the two related 
issues must here be separated, for reasons of expediency. 


I 


In most public discussion, and occasionally also in professional 
parlance, the term “administered pricing,’ when applied to pre- 
vailing business practice, smacks of outright wrongdoing. Recent 
congressional hearings have proceeded in such a climate, usually 
with the intimation that the pattern displays definite earmarks of 
monopolistic abuse. This position, however, overlooks the fact 
that “price-takers” can exist only in an almost perfectly competi- 
tive market, and that those who operate in the much less perfect 
but more realistic markets of our modern world must needs be- 
come “‘price-makers.’’ This means, of course, that the seller of a 
slightly differentiated product that gives him but token monopoly 
is put in the close company of those who oligopolistically set the 
prices for steel and automobiles, or have a hand in regulating 
rates in a public monopoly. Thus it is obvious that administered 
pricing cannot, by itself, represent an abusive practice, even 
though it is an indispensable precondition of such practices. 
More serious theoretical controversy has raged around several 
fundamental aspects of the larger problem. Spokesmen for busi- 
ness have frequently denied the basic validity of the concept, using 
the argument that “in the long run” the forces of demand and 
supply closely circumscribe all price-making. (Reference to the 
“long run” makes this argument irrelevant, apart from the fact 
that it ignores the effects exerted by any deliberate change of price, 
necessarily linked to a change in output, on the otherwise existing 
conditions of demand and supply.) There have been strong dif- 
ferences of opinion regarding the desirability, and the desirable 
degree, of price flexibility—differences culminating, it seems, in 
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the position that administered pricing is helpful in preventing a 
dangerous extreme collapse of prices and also in retarding and 
mitigating strong upward pressures, but is harmful in that it 
prevents moderate downward adjustment when this might be 
essential. Against those who have stressed the restrictive character 
of oligopoly and administered-pricing practices, others have 
pointed to their technologically progressive tendencies and the 
consequent achievement of a state of “workable competition.” 
(This argument, which properly recognizes the positive features 
of oligopoly, is hardly a successful denial of its possible dangers.) 
There are numerous other arguments. The “kinked” demand 
curve has been challenged by Professor Stigler as an essentially 
unrealistic concept (on the basis of a statistical investigation that 
is obviously too selective to be convincing).’ Professor Baumol, in 
recent hearings before the Joint Economic Committee, has con- 
tended on pragmatic grounds that the overriding tendency of oli- 
gopolists has become the maximization of sales and total revenue 
rather than profit maximization (which would amount to a deci- 
sive plea for oligopolistic innocence if it could be proved). Pro- 
fessor Haberler has held that business monopoly is a lesser danger 
than the monopoly power vested in labor unions, since the former 
can increase inflationary tendencies only through the introduction 
of new monopolies, and not through their mere existence, while 
wage pressure through unions renews itself continuously.2_ The 


topic of economic concentration is as controversial as ever, and 
relevant supporting evidence has been offered by both sides. 

In spite of so much that is unresolved in this welter of contro- 
versy one can regard the following properties as fundamental in 
the practice of administered pricing. First, it implies an ability 
to set prices more or less independently of temporary fluctuations 
in demand. Second, it implies a tendency against frequent price 


1G. J. Stigler, “The Kinky Oligopoly Demand Curve and Rigid Prices,” in Journal 
of Political Economy (October 1947) pp. 432 ff.; this article was criticized by C. W. 
Efroymson in Quarterly Journal of Economics (February 1955) p. 119. 

2G. Haberler in Committee for Economic Development, Problems of United States 
Economic Development, vol. 1 (New York 1958) p. 142. 
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changes. Third, the extent to which administered prices can 
deviate from the price level that would prevail under purely com- 
petitive conditions depends fundamentally on the degree of 
monopoly power commanded by the price-maker. And fourth, 
as a result, oligopoly is likely to result in price levels relevantly 
above the competitive level, but with a substantially narrower 
range for the extreme upward and downward changes. 

Adding to these fundamental propositions some of the less con- 
troversial results of the larger discussion, one may conclude that 
administered pricing is neither by itself nor in connection with 
strong monopoly power the major autoncmous source of inflation 
when the economy moves into overfull employment. The initial 
strong upward pressures tend to come from the sectors in which 
agricultural products and other basic commodities subject to price 
determination in domestically or internationally competitive mar- 
kets respond automatically to a suddenly accelerated pace in the 
increase of demand. Initially the resulting cost increase may be 
counteracted by an expansion of output within the limits of exist- 
ing and previously under-utilized capacity, rather than by immedi- 
ate price increases. Once continued pressure brings the need for 
a price change, however, the tendency to limit the frequency of 
such changes is likely to produce,increases large enough to cover 
not only the realized but also the anticipated further cost increases, 
specifically including a rise in wage costs, which, as past experience 
suggests, accompanies or follows the upward trend of the price 
level. These wage increases provide, in turn, the perfect trigger 
mechanism for further price increases, inasmuch as they permit 
both an easy managerial answer in regard to the justification for 
raising prices, often publicly contested, and a welcome realization 
of the “unliquidated monopoly profits” that typically accrue to 
oligopolies through their avoidance of price increases that would 
have been equally possible at an earlier time. 

8 This implies acceptance of the theoretical rationale proposed by Professor 


Galbraith in “Market Structure and Stabilization Policy,” Review of Economics and 
Statistics (May 1957) p. 127. 
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But the oligopolistic tendency toward stability, which restrains 
initial inflationary forces during the early boom, will aid in keep- 
ing these forces active and unresisted when demand begins to 
weaken. Rather than reduce prices, the oligopolists will restrict 
output. Once it is assumed, and perhaps not unrealistically, that 
demand elasticities drop well below unity for a large array of 
goods during the initial downward phase of a recession, the prac- 
tice of restricting output represents the rationally appropriate 
method for achieving profit maximization. (This statement im- 
plies that Professor Baumol’s contention, if justified at all, may 
realistically depict a practice that prevails in prosperity, when the 
goals of profit maximization and sales maximization tend to run 
parallel, though it seems highly unrealistic in recession, when they 
are likely to deviate considerably.) 

It would be hard to conclude from this brief review that the 
case made against administered oligopolistic pricing is supported 
by sufficient theoretical and pragmatic evidence to make it pos- 
sible to settle the problem satisfactorily by legal restraint. Even 
if such legislation could be obtained, its effectiveness would greatly 
suffer from the lack of proper yardsticks for determining the limits 
of jurisdiction, since neither the practice of administering prices 
in itself nor any precisely definable degrees of monopoly power can 
serve as guideposts. To threaten punishment in recession for the 
exercise of the same restraint that may be highly welcome in pros- 
perity would imply a juridical concept of not very high standing, 
and would invite all the difficulties of deciding within a welter of 
complex situations at which exact point right turns into wrong. 


II 


The “cost-push” doctrine has been advanced in a variety of ver- 
sions. Wage pressures appear in some propositions as the most 
important contributory cause of inflation, in others as a necessary 
cause, and in a third group as a sufficient cause, although individ- 
ual writers frequently fail to define their stand precisely in regard 
to these important differences. This was particularly so in the first 
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general discussion of the doctrine, which started in the late 1940s, 
when the problem of inflationary recession had not yet arisen (the 
recession of 1948-49 was responsible for a price decline of 4.6 per- 
cent between September 1948 and February 1950, in spite of a 
continued wage rise of 4.4 percent in manufacturing). In the 
renewed discussion, which, in the light of our recent experience, 
emphasizes the aspect of continuous inflation, most proponents 
of the doctrine seem to have turned to the‘extreme position, an 
obvious result of the sharpening of the controversy. 

The cost-push doctrine is based on the following more explicit 
arguments. 1) The close sequence in which prices tend to follow 
wage increases is, in the absence of proof to the contrary, prima 
facie evidence of a cause-and-effect relationship. 2) Any general 
rise in costs within a given industry is taken as a signal to increase 
prices, a move, however, that merely anticipates the necessary 
market adjustment. 3) Any major wage increase obtained by one 
union challenges other unions to do likewise, with a resulting 
“round of wage increases” spread over the entire economy; the 
existence of industry-wide bargaining intensifies this process. 
4) Labor's insistence on maintaining and continuously improving 
its standard of living has led to the general acceptance of “escalator 
clauses” and of an “annual improvement factor” as minimum 
objectives. 5) The assumed “irresistible power’ of the pivotal 
unions makes it impossible to prevent wage gains that considerably 
exceed offsetting gains in productivity. 6) The irresistible power 
of labor unions is self-evident, and has been gained through their 
own growth and the specific legal immunities accorded them. 

These six arguments have been challenged by the opponents 
of the cost-push doctrine on the following major grounds. Re 1): 
the well known fallacy of post hoc ergo propter hoc applies here 
clearly; the close sequence is rather evidence of the lack of an 
immediate causal relationship, since the transmission of cost in- 
creases to price changes implies a complex set of adjustments that 
take time. Re 2): general cost increases are a sufficient cause of 
higher prices only in the competitive model; the kinked oligop- 
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olistic demand curve, with its correspondingly broken marginal- 
revenue curve, would justify a different response, as would the 
possibility of cost absorption afforded by high monopoly profits 
or by offsetting gains in productivity. Even more fundamentally, 
a reflection of higher costs in higher prices proves nothing unless 
there is prior proof that such cost increase was autonomous and 
not a mere response to an autonomous price change. Re 3): this 
statement, which can be accepted as correct as far as it goes, im- 
plies, however, that in the absence of unions incipient wage in- 
creases would be less, and would not become universal so quickly, 
perhaps not at all. This, it is argued, is neither provable nor 
self-evident. It can be challenged on the ground that under indi- 
vidual bargaining, labor shortages in prosperity would permit 
similar if not higher gains, since there would be even fewer re- 
straints; this challenge, however, does not extend to conditions of 
weakening demand. Re 4): increases based on escalator clauses 
are obviously not autonomous, since they depend on preceding 
price increases; and gains representing an annual improvement 
factor tend to be largely if not entirely offset by rising labor pro- 
ductivity. Re 5): the assumption of the irresistibility of labor 
unions cannot be proved by mere reference to their successes, for 
these, as far as they are extreme, may merely reflect a lack of em- 


ployer resistance; as long as prices can be increased with relative 


ease, Management may prefer to “give in” rather than to “stand 
up,” particularly in the face of public resentment against strikes. 
Re 6): the growth argument is irrelevant unless considerable 
union growth relative to the growth of “big business” can be shown 
to have taken place. 

These strictures are supported by statistical data that, though 
not conclusive and frequently paralleled by opposite evidence, 
make the counter-arguments at least as impressive as the original 
doctrine. 

A few more aspects of the problem require brief comment. First, 
it seems relevant to stress that the effects of administered pricing 
by business and by labor show a high degree of symmetry. The 
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result is likely to be an increase in overall stability beyond the level 
that would prevail if prices and wages were to reflect upward 
market pressures with complete freedom; and both parties tend to 
resist downward pressures with even greater determination and 
success. 

In the second place, the application of the cost-push doctrine to 
periods of weakening demand must intensify interest in several 
other fundamental theoretical propositions. This is particularly 
true, and fully recognized, in regard to the controversy in which 
the implications of the “Keynes effect” are stacked against those 
of the “Pigou effect.” In the Keynesian argument, wage decreases 
during recession appear as highly dangerous, because of the adverse 
effects they have on income, triggering further deterioration of ex- 
pectations; but they are viewed by Pigou as the trigger mechanism 
for recovery, on the ground that their deflationary effects will en- 
force a fall in the interest rate which will be conducive to a rise 
in the value of real assets, thereby encouraging expectations. 

Another aspect, which I consider of vital importance but is given 
little weight in the prevailing discussion, refers to the role of the 
“Ricardo effect.” The fact.that we know practically nothing of 
how wage changes affect productivity, and that the nature of the 
relationship makes it difficult if not impossible to get statistical 
evidence, is no justification for dismissing the possible influence of 
this relationship. That there is in the long run a consistently high 
correlation between wage levels and productivity is amply demon- 
strated by the history of the progressive economies compared to 
that of underdeveloped nations. To be sure, we meet here again 
the old egg-and-hen query. But there are many straws in the 
wind that seem to bespeak clear short-run effects flowing from 
wage increases to higher productivity, and not the other way 
around. 

Furthermore, it should be stressed that the possible adverse 
effects of a wage push on prices tend to be mitigated in recession 
by a host of offsetting factors: commodity prices are likely to de- 
crease; increasing competition will reduce the easy temptation 
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toward price increases and thus increase the willingness to absorb | 
added costs by a sacrifice in profits; resistance to wage increases 
will stiffen; increasing pressure on profits will intensify managerial 
efforts toward increased efficiency, thereby leading to a rise in 
productivity. 

In summary, it seems that we shall have to wait for the results 
of the “thorough diagnostic study” that Professor Clark considers 
“the first need’ before we can confidently arrive at a more certain 
judgment of the cost-push doctrine. The view that labor unions 
and the inflationary pressure emanating from their operation 
should be looked upon as essentially “thermometers registering the 
heat rather than furnaces that produce the heat” (Friedman), and 
that negotiated wage increases should be regarded as “one of the 
most visible manifestations of inflation [whose] visibility should 
not be confused with causation” (Rees), has not yet been satis- 
factorily refuted. In regard to the policy aspects, with which 
this paper is mainly concerned, it is clear that the doctrine rests 
on all too slender foundations to provide a basis for fundamental 
legal restraints on unions—just as such restraints do not appear 
justified in the case of business charged with improperly practicing 
administered pricing. 

Few stereotypes are so much abused as the traditional ceremonial 
reference to the “great responsibilities” that rest on either manage- 
ment or labor, or both. Acceptance of this responsibility is usually 
discharged by no more than lip service. In the field of anti- 
inflation policy this chasm between well meant exhortations and 
the offering of practical suggestions for fulfilling them is par- 
ticularly evident. It is therefore pertinent to inquire whether a 
policy of voluntary restraints could not be rendered workable 
enough to eliminate the question of legal restraints from further 
discussion. Such a system of voluntary restraints might be based 


on cooperation between business and labor, or it might be set up 


4M. Friedman in David McCord Wright, ed., The Impact of the Union (New 
York 1951) p. 222; A. Rees, “Postwar Wage Determination in the Basic Steel Indus- 
try,” in American Economic Review, vol. 41 (June 1951) p. 404. 
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independently for both, or it might lodge responsibility in only 
one or the other party. 

This third possibility is obviously the simplest, since it involves 
only the actions of one agent. And it is not necessarily ruled out 
by the fact that neither of the two parties involved can be estab- 
lished as the one “responsible for inflation” —a determination, it 
should be noted, that is a necessary prerequisite for the institution 
of legal restraints. For the exercise of voluntary responsibility it 
might be sufficient for either agent to have the power. And since 
both parties insist that the other is solely responsible, it is relevant 
to inquire to what extent each separately might be able to act 
toward prevention of inflation within the limits of its fundamental 
self-interest. The discussion that follows will be limited to this 
question. Like most practical problems it involves operational 
and substantive elements. These will be taken up in turn, first 
in their application to business, and then in regard to labor. 


Ill 


Within the large business area only a very small fraction of the 
decision-making units have the power to influence the pricing 
mechanism in a marked way. This group comprises roughly five 
hundred of the largest firms in the areas of mining, manufacturing, 
construction, and transportation; it includes practically all corpora- 
tions with assets over fifty million dollars, and accounts for over 
half of the total assets held in these pivotal areas.’ In the re- 
maining areas pricing is independently determined by national 
policy, as in agriculture and the publicly regulated sectors, ox is 
largely passive in nature, as in the distributive trades, which rely on 
traditional markups, or is subject to relevant competitive restraints 
and thus does not tend to interfere with the policies of the “Big 


If there were doubts as to the legality of direct cooperation 


5 See Economic Almanac, 1958, pp. 185, 191; the number of such firms is there 
given as 416 for the manufacturing sector in 1953, accounting for assets of roughly 
$104 billion out of a total of $177 billion. 
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among the five hundred—doubts that could not be removed by 
appropriate amendment of the Sherman Act—existing organiza- 
tions close to business, such as the CED, could serve to develop 
the substantive pattern whereby the individual participants could 
act as mere followers to leadership. Or a direct contractual ar- 
rangement among the participants might be preferable, with pro- 
vision for such governmental scrutiny and supervision that it could 
not be abused as a cover for illegal cooperation. If the substantive 
elements of such a plan did not call for unreasonable sacrifices by 
its members, the great majority of the personalities involved could 
well be expected to react as reasonable men, even to a set of un- 
familiar propositions. To the extent that certain limited risks 
may be a necessary part of a policy of restraint in pricing, its actual 
burden could certainly be shouldered without severe consequences 
by a group representing so considerable a share of the nation’s 
wealth. In their entirety, these are unusually favorable conditions 
for the organization of a relatively simple and effective operational 
framework. 

Turning now to the substantive pattern of voluntary restraint 
by business, it would involve three major responsibilities. One 
would be a commitment not to raise prices, or even to reduce 
them, under certain clearly defined conditions. The second would 
call for determined resistance by individual firms, as well as by 
individual industries, to wage concessions that would be dangerous 
to financial stability unless met by price increases. Actually, the 
second responsibility is implied in the first, since the commitment 
to price stabilization would impose on the participants a deter- 
mined fighting of unacceptable claims as an alternative to financial 
suicide. These two responsibilities are also connected in the sense 
that business, once committed to price stability, could use this 
commitment as the perfect justification for self-defense, not only in 
its direct bargaining with labor but also before the statutory bodies 
with which business may have to deal in connection with this plan. 

The third specific responsibility, and perhaps the one most dif- 
ficult to discharge, would be to meet the second responsibility “in 
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good faith” and in recognition of a duty to deliver to society in 
general, and thus to labor as its largest group, an improvement in 
living standards in line with modern technological progress. Un- 
less this third responsibility were properly met in practice, ane 
clear guidelines to this end were provided from the start, the plan 
would provoke such a hostility on labor’s side as to make its intro- 
duction a declaration of war. 

The controversy that raged during the 1959 steel strike between 
the steel operators and the union disclosed clearly the points at 
which arbitrary evaluation should give way to clearly defined pro- 
cedural methods. These main points are: 1) whether considera- 
tion should be given to the added cost of the actual immediate 
wage increase, or to its assumed final cost effect; 2) the extent to 
which specific or average productivity increases should be accepted 
as offset to higher costs, and what particular measure of produc- 
tivity should be used as yardstick; 3) whether productivity gains 
traceable to production workers must be shared by non-produc- 
tion workers, or whether the latter can be expected to depend on 
their own productivity improvement; 4) the extent to which 
“capital” may claim a share of increased workers’ productivity; and 
5) the choice of a proper period for the measurement of produc- 
tivity. Lack of a proper standard in this last respect explains 
easily the existing wide disagreement. Steel productivity is partly 
a function of effective plant utilization. The ten-year increase of 
2.6 percent, to which steel management refers, starts with 1947, 
when output reached 93 percent of capacity, but ends with 1957, 
when it dropped below 70 percent. If the measurement extends 
between years of similarly high plant utilization, such as 1948 and 
1955, the increase reaches 3.5 percent. 

To judge from frequent statements by spokesmen for business, 
it would appear that the typical demands that labor can finally 
impose on business entail a choice between corresponding price 
increases and bankruptcy. If so, the commitment to restraint in 
pricing would seem to involve business necessarily in a life-and- 
death struggle with labor until wage claims could be reduced to a 
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tolerable fraction of what they have been in the past. This, no 
doubt, would present so disagreeable a background for the plan 
that people with good judgment might recoil from it entirely. 
Therefore it is necessary to substitute facts for mere conjecture. 

The general consequences that a policy of voluntary restraint in 
pricing would most likely have produced during these last years 
can be traced statistically with at least approximate correctness. 
For the area of manufacturing, which not only is most pivotal but 
also provides the best statistical data, the following picture emerges 
for the four-year period between the first quarters of the years 1955 
and 1959. 

Hourly wages rose by 35.6 cents, or by a yearly rate of 4.4 per- 
cent. With proper allowance for resulting direct increases in over 
time pay and contributions for social security and pension funds 
the annual rise becomes 4.9 percent. Productivity gains, on the 
other hand, can be estimated at 3.3 percent. The 1.6 percent 
difference, if absorbed with no offsetting price increases, would 
have reduced taxable profits, and therefore it would have been cut 
down by 52 percent—the tax rate on profits. Thus, in annual 
averages, the net loss to manufacturing industries would have been 
0.77 percent of the $86 billion payroll, or $660 million, equal to 
5-2 percent of the $12.7 billion after-tax profits; net return on 
equity would have been reduced from a little less than 8.5 percent 
to 8 percent.*?' That this could hardly be considered a decisive step 
toward bankruptcy is evident. 

This result, based on data that prevailed in the absence of a 

6 Since reliable data for productivity increases in recent periods are not available, 
the estimate is based on a comparison of labor input with manufacturing output 
as reflected in the production index of the Federal Reserve System. Although the 
latter is partly constructed by imputing an estimated productivity, any major bias 
from this source is likely to cancel out, since the periods under consideration are 


highly similar in character. Labor input amounted to 33.7 billion manhours in 
1955 and to 33.1 billion in 1959; for these years the Federal Reserve production 
index rose from 132.7 to 148.7. 

7 To corporate manufacturing profits, averaging $12 billion, have been added an 
estimated imputed share of $0.7 billion for non-incorporated business. Equity has 
been estimated at $150 billion. See Survey of Current Business, July 1957, Table 
IV-7, and Economic Almanac, 1958, p. 221. 
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policy of voluntary restraint, requires modifications that will 
reflect the likely effects of such a policy. For this, several con- 
siderations must be borne in mind. First, one must assume that 
output would have been affected had prices remained stable. 
While there is little doubt that rising prices encourage consump- 
tion and output in prosperity, when incomes are also rising, in 
recession a lack of price stability fosters declines in real income 
and is likely to reduce demand (as is strongly supported by recent 
research undertaken by Professor Katona and by the National 
Bureau of Economic Research). Had stable prices prevented this 
to the tune of only 1 percent, the resulting sales increase of upward 
of $3 billion would have been more than sufficient to cover the 
unabsorbed share of the increased wage bill. 

In the second place, wages would certainly have risen less had 
prices remained stable. This difference may be conservatively 
estimated as equivalent to the 1.9 percentage points by which the 
actual rise exceeded g percent, which is generally regarded as a 
highly satisfactory rate of real gain (the actual real gain in wages 
averaged only 2.2 percent over the four years under review). And 
finally, there is very strong evidence that the increase in produc- 
tivity would have been significantly larger, and more in line with 
the rate of 3.5 to 4 percent that prevailed through the first ten 
postwar years. The frequent recent accounts of the wholesome 
effects that recession has had on internal business efficiency show 
the extent to which the unusually low productivity gains of preced- 
ing years had resulted from rather cavalier managerial attitudes, 
which were obviously fostered by the ease with which price ad- 
vances could be justified in connection with wage increases.® 

These last two considerations indicate that productivity gains 

8In this matter Professor Haberler seems to have been all too optimistic when 
he observed that “engineers and business executives are [now] anyhow engaged in 
a continuous race to keep down the cost of production in the face of rising wages 
by improving methods of production, cutting out waste, installing laborsaving 
devices, etc.” When he wrote this, in 1957, expense accounts were still swelling 
all over the country and newly installed machinery had been standing idle in 


automobile plants for over a year, just because it was too efficient. See Haberler 
(cited above, note 2) p. 141. 
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could well have equaled, if not exceeded, wage increases. In that 
case it is even possible that the added gains from an increased 
sales volume would have been available for moderate price re- 
ductions, helping to offset limited price increases originating in 
other areas of the economy. And if the commitment to price 
stability were interpreted as requiring sufficient price reductions 
in the progressive sectors of the economy to offset all increases in 
the rest of it, even some inroads into high profit margins should be 
acceptable in so far as required to cut the price spiral under condi- 
tions of weakening demand. 

At first view, this may look like an advice to add insult to injury, 
since profits will suffer anyhow when demand recedes. But re- 
cessive conditions, as a rule, provide certain windfalls that result 
from a reversal in the relation between wage increases and produc- 
tivity gains. In recessions since 1937, wage rises averaged only 1.8 
percent while productivity gains were more than double that 
figure, amounting to 3.9 percent.® Such windfalls were naturally 
welcome in past recessions as an offset to the profit reduction 
caused by low-volume production, but it should not be impossible 
to persuade businessmen that they might serve themselves better 
in the long run if they used these differentials in the support of 
full price stability. 


IV 


The foregoing attempt to demonstrate how an absorption of wage 
increases would affect profits in the manufacturing sector leaves, 
of course, large unexplored gaps. Not only do specific industries in 


® These averages refer to the recessions of 1937-38, 1948-49, 1953-54, and 1957-58. 
In the individual periods, which are reckoned from the first to the last month 
of the downward movement of the cycle, the percentage rises in wages were 1.4, 
1.3, 1.8, and 2.7. The respective percentage changes in productivity were —3, 7.5, 
7.4, and 4.4 (the method used in estimating these data is the same as that described 
in note 6 above). The unusually high increase in wages in 1957-58 was obviously 
due to the continuation of inflation, while productivity in 1937-38 was affected 
by the extreme drop in output, averaging more than go percent. Since these two 
data reduce the average productivity gains but increase the wage rise, conditions in 
a moderate recession with price stability would probably be even more favorable. 
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manufacturing show a wide range of differentials, but areas outside 
of manufacturing may show an even more diverse picture. This 
gap cannot be readily filled, as both data and space are inadequate. 
But it is possible to present, if only for purposes of rough judg- 
ment, a schematic pattern of “offsets” to wage increases. In order 
to approximate the range of real conditions, a breakdown into 
several groups is required. Thus in the following discussion 
Groups I through IV represent roughly a progression from the 
extremes found in highly competitive areas (I) to those in the 
strongly oligopolistic sectors (IV). For purposes of comparison 
with a specific sector of the economy, data for the iron and steel 
industry are added in Group V.*° The pattern is broken down in 
three parts, presented below. 


Part One V 


Wage increase (in % of wage bill) % 6.8% 
Productivity increase (in % of wage bill) 3-5 


Difference 


Tax offset (50 percent) 0.5 , 1.65 


Unabsorbed wage increase (% of wage bill) 0.5 a, 1.65 


Part One shows the offsets due to productivity gains and to the 
reduction in taxable income resultant from the increased wage 
burden. Since the tax reduction is fairly constant, amounting to 
roughly 50 percent in most cases, the offsets from the two sources 
together vary essentially with the rate of productivity gains. This 
rate is here assumed to be one-half of the wage increase. 

Part Two shows how absorption of the remaining wage increase 
would affect the net income of representative firms in the different 
groups. Even if this pattern approximates the real conditions only 
roughly, it refutes the generally held opinion that absorption of 
wage increases would severely undermine the prevailing profit 

10In the absence of properly comparable data, the wage increase shown relates 
to the averages for the years 1955-58, while productivity increase is measured be- 


tween the fiscal years 1955 and 1959. The data used are from US Department of 
Labor, Background Statistics Bearing on the Steel Dispute (August 1959). 
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Part Two Ul 


Ratio of after-tax profits to wage bill * : : 1:3 
Unabsorbed wage increase 
in %, of wage bill % ‘ 1.5% 2.0% 1.65% 
in %, of after-tax profits ‘ : 4-5 4- 3.96 
After-tax profits in % of equity 
before absorption of residual wage incr.” , . 12. 15. 11.5 
after absorption of residual wage incr. ‘ 9-5 11.5 14-4 11.04 
after absorption, with adjustments ° 4-5 9.0 10.8 13-5 _ 


* Based on data for 1950-56 in Economic Almanac, 1958, pp. 204 ff. and 229 ff. The 
derived ratios are: for apparel 1:11; automobiles 1:5; tobacco 1:2; petroleum products 
1:1.5; average for manufacturing 1:7. 

» Based on data for 1950-56, ibid., pp. 221 ff. and 229 ff. The derived returns are: 
6-7 percent for textiles and leather products; 12-14 percent for tobacco, steel, 
chemicals; automobiles show for 1955 a high of 22 percent. 

© The figures include allowances for capital and cost increases that are typically 
required in order to obtain gains in productivity. Added capital requirement is 
assumed to be 1 percent for each percentage gain in productivity; cost increases for 
depreciation and interest charges are figured as 15 percent of added capital. No such 
allowances have been made in Group V, since the actual investment increase for the 
iron and steel industry during 1953-56 remained even below the rate at which sales 
and output increased; see Economic Almanac, 1958, pp. 226, 232, 300. 


levels. For the steel industry in particular, the burden would not 


have been severe. 

Part Three of the offset-pattern represents the effects that can be 
expected from avoidance of otherwise intended price increases. 
As was mentioned above, such effects can typically be expected 
in recession, for the economy at large as well as for individual in- 
dustries, even though at levels of full employment the elasticity 
of demand tends to be unity for the economy at large, and un- 
predictable for individual firms or industries. The effects pro- 
duced by avoiding price increases are likely to be strongest in the 
durable-consumer-goods sectors, for there the tendency to postpone 
demand would be reversed. For obvious reasons no data are given 
here for Group I; it is assumed that the avoided price increase 
in Groups II, III, and IV amounts respectively to one-half, two- 
thirds and all of the original wage increase. 

The foregoing figures strongly suggest the wisdom of absorbing 
wage increases under recessive conditions. In addition, they sup- 
port the case for outright price reductions in most of the pivotal 





PRICES AND WAGES IN RECESSION 175 


Part Three Il Ul Iv V 

Avoided price increase (in % of wage bill) . 42% 6% «47 &* 
Demand elasticity exceeding unity 2 3 2 
Resulting sales increase (in % of wage bill) , - % 4. % 9-4% 
Marginal after-tax profits (in % of sales) , , 15. 2.° 
Ratio of sales to wage bill ¢ c : 3:1 4:1 
Added sales income available as offset (in % of 

wage bill) , -% 10.8% 4.5% 
Previously unabsorbed wage increase (in %, of 

wage bill) ‘ 1.5 2. 1.65 
Net gain in income, as % of wage bill 2.5 8.8 2.85 


* Increases in steel prices averaged $6.30 per ton during 1955-58, over an average 
of $135 per ton. 

» Freely estimated. 

¢ After-tax profits were $1.33 billion in 1956, when sales, at 89.9 percent of 
capacity, amounted to roughly $20 billion. The break-even point for the steel 
industry was estimated by the Senate Investigating Committee in 1957 at 40 percent, 
which implies sales of roughly $9 billion and a marginal earnings rate of 12 percent 
for the $11 billion of sales beyond the break-even point. 

“For 1941-45 the Economic Almanac, 1958, p. 243, shows “Labor Costs as a Percent 
of Sales in Manufacturing” to vary between 5 and close to go percent. 


oligopolistic sectors—even in the face of moderate wage in- 
creases—in order to avoid protracted recession and to counteract 
price increases that may be unavoidable in such other sectors as 
agriculture and the service industries. Finally, the pattern of 
offsets provides, in its entirety, a strong argument for the funda- 
mental contention advanced in this paper: that voluntary price 
restraint undertaken by business for the sake of price stability is 
feasible in terms of self-interest. 


Vv 


So far, only the major purposes of the substantive program have 
been identified. A plan of the magnitude and possible importance 
of an attempted system of voluntary restraint raises, of course, a 
host of other problems. While it would exceed the scope of this 
paper to deal with all of them, one is of paramount practical and 
theoretical significance: the choice of the fundamental guideposts 
to be followed by the participants in their wage bargaining. Here 
the issue is acceptance or rejection of the presently dominating 
doctrine that individual wage increases must not exceed the rate 
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at which average productivity has grown over the economy at 
large. This doctrine—which in its presently accepted form greatly 
exceeds what its originator claimed for it *—is a corollary of the 
contention that a sufficient condition for inflation exists if “in 
progressive industries, where productivity rises faster than in the 
economy as a whole, wages rise no faster than productivity in these 


particular industries.” ™ 

This notion invites criticism on theoretical as well as on prag- 
matic grounds. It stands or falls with the implicit assumption that 
wage increases in sectors with less than average productivity gains 
must necessarily exceed these gains and meet the prevailing overall 
average. The fact that such a tendency has prevailed in recent 
years falls far short of proving that this must be so. On the con- 
trary, it seems that a somewhat unusual combination of pressures 
continued even through the recession: in most of the services- 
providing sectors, demand kept rising; the wide public acceptance 
of average productivity as the proper universal yardstick favored 
relatively high wage settlements in industries subject to regula- 
tion, thus setting precedents; and inflation befogged the issue. 

That a uniform system of average wage increases is unworkable 
as a basis for policy formation has been amply evidenced by ex- 
perience in the last few years: the bargaining parties have shown 
little inclination to accept sacrifices where called for by the rule, 
but ready insistence on claiming its advantages. In the progressive 
sectors labor has insisted rather successfully on more than average 
gains wherever productivity rose to a higher than average extent; 
correspondingly, individual businesses submitted to such pressure 
not too unwillingly, in order to maintain their preferred status 


11 John Dunlop, “Productivity and the Wage Structure,” in Metzler and others, 
Income, Employment and Public Policy: Essays in Honor of Alvin H. Hansen 
(New York 1948) pp. 341 ff., originally challenged the then prevailing notion that 
wages should follow productivity as closely as possible, using the argument that this 
could lead to an “unbalanced wage structure.” But far from claiming that the 
notion was inherently wrong, he merely asserted that “the argument for or against 
an increase in wage rates in a particular industry or firm on the grounds of 
productivity would appear much less valid than normally assumed” (p. 361). 

12 Haberler (cited above, note 2) p. 139. 
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as bidders in the labor market. On the other side, labor in the 
less progressive sectors readily availed itself of the support that was 
provided by the other favorable conditions mentioned in the 
preceding paragraph. 

Theoretically, the notion that no wage increases should exceed 
average productivity runs counter to the dictates of proper resource 
allocation in free markets. Progressive firms, by limiting wage 
increases to average productivity, would limit their hold on the 
labor supply, while the laggard firms would have to offer compensa- 
tion in excess of what is warranted by the conditions of supply. 
Such a tendency would not be particularly harmful when increases 
in productivity are accompanied by declining employment. In 
general, however, payment of relatively low increases by progres- 
sive firms and of relatively high ones by the laggards would lead 
to higher margins of profit for the high-earning groups and to 
reduced margins for those with low earnings—a somewhat strange 
“subsidization of the rich by the poor.” Increased earnings of the 
high-earning groups would also tend to intensify the already ex- 
isting danger of cyclical overinvestment, while the jjarallel reduc- 
tion in the marginal efficiency of capital in sectors of low produc- 
tivity would aggravate the lack of capital there, which is perhaps 
in a great many cases the cause of the lower productivity. Finally, 
by dissociating reward from achievement on grounds of principle, 
the notion violates one of the basic tenets of a free market system. 

Thus since American labor, far from accepting egalitarian so- 
cialistic ideals, is still fully committed to an opposite stand, unions 
in the progressive sectors can fight against the application of the 
new rule on both ideological and pragmatic grounds, while unions 
in the lagging sectors will forget ideology and readily accept their 
windfall. 

Concern about possible adverse effects on the wage structure is 
certainly justified in the case of extreme differentiation, when 
specific labor groups within one firm, or workers employed by an 
extremely successful top earner within one industry, claim all 
productivity gains. In such extraordinary cases it is evident that 
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most of the gain is attributable to conditions for which workers 
can neither claim credit nor expect special remuneration through 
the normal competitive operation of demand and supply forces. 
But wage differentiation among industries rests to a much higher 
degree on differences in labor’s own aptitudes and skills, which 
can assert themselves in the market. A “balanced wage structure”’ 
must finally meet the test of market conditions, and it seems more 
than doubtful that disregard of the fundamental differences in 
productivity among various industries could materially and in 
the long run contribute to this objective. It may be noted that 
criteria for judging a “balanced wage structure” are hard to de- 
velop. In spite of some probable recent narrowing, occupational 
and industrial wage differentials are still so considerable that 
average wages in the lowest-paying sectors are at present only 36 
percent of those in the highest-paying industries. As long as there 
are effective legal or social safeguards that will prevent wages in 
particular industries from being depressed to poverty levels, some 
temporary further widening of existing wage differentials is cer- 
tainly no less tolerable than the host of other disparities that occur 
under the reign of the market. 

The foregoing strictures make it evident that the “average- 
productivity rule” would not suit the requirements of a program 
of voluntary price restraints, which needs more realistic yard- 
sticks. The alternative and preferable rule would have three basic 
characteristics: first, it would favor wage adjustments in accordance 
with the average labor productivity in individual industries; sec- 
ond, it would define “labor productivity” as the ratio of the in- 
dustry’s total sales value to the total labor input as measured by 
all production workers’ paid man-hours at comparable levels of 
plant utilization; and third, it would determine annual growth in 
“labor productivity” by reference to the difference between succes- 
sive three-year moving averages. 

This proposed definition of labor productivity purposely ignores 
the possibility that capital may properly claim a share of the gains 
in productivity in so far as these are due to its own increase in 
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productivity. This would reduce labor’s claim only to the extent 
that productivity gains of capital exceeded those of labor, and that 
their value was not reduced by a general fall in capital yield such 
as tends to accompany the increase in capital stock relative to labor 
input. Such a condition exists typically where productivity gains 
vary widely within firms and within industries, but similar sudden 
changes covering an industry at large are rare. 

The proposed definition of labor input in terms of ‘‘production 
workers’ paid man-hours” has also been made advisedly, in spite 
of the prevailing notion that the inclusion of non-production em- 
ployees yields a more realistic yardstick. The latter procedure 
tends to encourage inefficiency. Management may not press too 
hard for top efficiency among non-production workers if the loss 
from less than top efficiency tends to be offset by reduced wage in- 
creases for production workers; and non-production employees 
themselves may care less about their own efficiency if they can 
expect to share in the other group’s higher rate. Moreover, tech- 
nological possibilities of raising productivity may now be almost 
as favorable in the non-production areas as they are in production 
proper. The need to require “comparable levels of plant utiliza- 
tion” was demonstrated above, in discussing the controversy that 
characterized the 1959 steel strike. 

The operation of a program of voluntary price restraint based on 
respect for the foregoing rule of wage determination could hardly 
have met great obstacles in practice in recent years. Applied to 
the steel industry, the rule would have limited average wage in- 
creases over the four years 1955-58 to 2.4 percent per year instead 
of the actual rise of 6.8 percent, and even if union pressure had en- 
forced additional concessions, it would certainly have kept the 
wage rise at no more than half of what it was. For the individual 
years, wage increases would have been 4, 0.6, 1.9, and 3 percent, 
respectively. Without adjustment to “comparable levels of plant 
utilization” the average would have amounted to 2.5 percent, with 
increases ot 4.1, 2.6, zero, and 3.2 percent for the individual 
years. Steel prices would have remained about 20 percent below 
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their present level, and would thus have substantially reduced 
overall inflationary pressure. 


VI 


A discussion of whether a system of voluntary restraint is also 
feasible for labor must obviously focus on the role and purpose 
of labor unions in the modern economy. Their relatively small 
number and the personalities of most responsible labor leaders 
provide essentially the same favorable background for collective 
action that prevails in “‘big business.” But the symmetry seems to 
end here. Union leaders are by no means “supreme” in the prac- 
tical sense in which business management is: their decisions must 
be acceptable to ¢he rank and file, who stress short-run objectives 
and are not easily persuaded to sacrifice these for purposes of 
assumedly reasonable long-term goals. Moreover, their long-run 
objectives do not recognize monetary stability as a factor of prime 
importance for undisturbed union growth, whereas businessmen 
favor a rather stable price level as the best insurance against capital 
erosion and the best guarantee of well maintained earnings. And 
since wage determination is but an intermediate step in the pricing 
process, unions are not assured, as business is, that voluntary re- 
straint on their part will be sufficient to prevent a rise of prices. 
This latter consideration is even likely to thwart more modest 
attempts to persuade the rank and file to accept “a little less,” 
since they will suspect that this will be reflected in higher business 
earnings rather than in lowered prices. 

On the basis of these conditions alone, some observers have con- 
cluded that it is “nonsense” or engaging in “economic fantasies” 1° 
to assume that labor unions could actively shoulder such social 
responsibility as a program of voluntary restraint would imply. It 
seems to this writer, however, that even more fundamental ob- 
stacles are produced by the practical impossibility of labor's ex- 

18 As expressed by Dudley W. Johnson in a Letter to the Editor of the New York 


Times, dated June 10, 1957, and by Joseph Aschheim before the Joint Economic 
Committee of Congress. 
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ecuting a program of voluntary restraint, if it were ever accepted, 
while still maintaining the processes of collective bargaining that 
are the heart of labor unionism. Practical acceptance of the 
doctrine that wages should rise with overall average productivity 
would immediately render collective wage-bargaining obsolete. 
Moreover, if productivity growth were to remain below the levels 
expected by labor, the immediate response would most likely be 
new pressure for wage increases based on a denunciation of business 
for having failed to promote its own efficiency to a sufficient extent. 
For the reasons outlined before, the success of such a program 
would also be constantly endangered by the frictions it would be 
bound to engender on a general scale, through dissociating com- 
pensation from performance among workers in different industries. 

The alternative method suggested above—basing wage increases 
on industry differentials in the growth of productivity—could not 
be properly applied by labor unions. In the first place, labor has 
no way of assessing the gains in productivity properly and with 
authority. In order to achieve increases commensurate with gains 
in productivity, labor leaders would stiil have to base their de- 
mands in collective bargaining on a maximal estimate, which in 
all probability would lie as much above the appropriate figure as 
has been typical of traditional bargaining. The only alternative 
would be to accept at face value estimates that could be culled from 
the records of business, or that would be proffered by business— 
which again would render collective bargaining obsolete. And 
in the second place, there is a profound logical difference between 
lodging in business and lodging in labor the responsibility for 
adapting wage changes to productivity changes; improvements in 
productivity are essentially controlled by managerial decisions in 
regard to investment and innovation, and business can coordinate 
these related changes in a properly planned manner, while labor’s 
action necessarily stops with the wage decision. 

Although this account does not provide a hopeful note for an 
active role by labor in a program of voluntary restraint, the pos- 
sibilities of its passive contribution should not be disregarded. 
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This would require an attitude of sympathetic though watchful 
acceptance of the new role of business, if the latter should engage 
in the program of voluntary restraint. More precisely, it would 
require labor to refrain from initial demands that are clearly far 
in excess of productivity gains, and to refrain from enforcing de- 
mands by long sustained strikes in spite of offers that impartial 
observers would consider to be in line with such gains. 


Vil 


A program of voluntary restraint, active on the part of business 
and passive on the part of labor, would not necessarily have to 
operate independently of public policy. The guidelines of such a 
program would almost inevitably affect the yardsticks used in medi- 
ation and arbitration proceedings, and perhaps even in the courts’ 
interpretation of existing legislation. On the other hand, new 
legislation that would prevent extreme minorities from obstruct- 
ing a program of voluntary restraint might be useful in rendering 
the program more effective than it otherwise would be. In regard 
to business, this could take the form of preventing price increases 
either on the heels of wage increases or as long as prices cover more 
than marginal costs, if at the same time production and sales are 
relevantly below capacity. In regard to labor, it could take the 
form of outlawing prolonged strikes that attempt to enforce wage 
increases above average industrial gains in productivity made in a 
specified preceding period, say three years. 

Even more desirable, however, than such specific legal restric- 
tions might be the introduction of limited compulsory arbitration. 
Against the background of a program of voluntary restraint that 
provides reliable guideposts in regard to the ultimately desirable 
objectives, compulsory arbitration, working toward these same ob- 
jectives, would probably lose its earlier repugnant character, par- 
ticularly if it were limited to strikes of major proportions. The 
extent to which parallel legal restraints would need to be added 
would perhaps depend essentially on the success of the methods of 


voluntary restraint. 





THE LEGAL STRUCTURE OF THE 
COMMUNIST BLOC* 


BY DIETRICH ANDRE LOEBER 


ee 

"Tm very structure of Soviet power . . . pushes the working 
masses of the Soviet Republics on the path of uniting into one 
socialist family.’’ These words are quoted from the 1922 Declara- 
tion on the Formation of the USSR, which is the legal basis for 
the present-day Soviet Union.' According to the same document, 
the organization of the USSR is “a new decisive step on the path 
of uniting the workers of all countries into the World Socialist 
Soviet Republic.” 

The revolutionary spirit. carrying this and many other declara- 
tions of the early period of Bolshevik power has vanished. High- 
sounding hopes of that time have made way for a more sober 
approach. But the goal of achieving a Commonwealth of Socialist 
States still obtains. As evidence it is enough to refer to a speech 
made by Khrushchev in March 1959 in Leipzig (East Germany). 
In this speech (which incidentally was not published in the Soviet 
press until twenty days later, when, on March 27, it appeared in 
Pravda), Khrushchev proclaimed: “With the victory of com- 
munism on a universal scale, state frontiers, according to Marx- 
ism-Leninism, will wither away.” What will be left, Khrushchev 
added, will probably be mere ethnographic frontiers, and even 
these only in a conditional sense. There will be no frontier 
guards, no customs, and no border incidents. To prove his thesis 
Khrushchev cited the example of the Soviet Union, where frontiers 
between the individual republics have lost their significance. 


* Epirors’ Nore—This paper is based on one delivered by the author in Oslo, 
in November 1959, at a conference of the Norwegian Society for Soviet Studies; a 
German version is being published in Osteuropa-Recht, vol. 6, no. 2/3 (1960). 

1For English translation see Materials for the Study of the Soviet System, ed. 
by James H. Meisel and Edward S. Kozera, 2nd ed. (Ann Arbor, Michigan, 1953) 


pp. 152-68. 
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There the various nations have reached an even level of develop- 
ment; their life is being built on a uniform socialist basis. 

Khrushchev gives a similar prognosis for the whole socialist 
camp. The establishment of a worldwide economic system will 
make the frontier question obsolete. “An excellent accelerator of 
this process is the equalization of the economic and cultural devel- 
opment of the socialist countries, the pulling up of those lagging 
behind. This will lead to a merging [in Russian, sliianie] of the 
peoples into one communist family . . . Not a single sovereign 
socialist country will be able to lock itself up within its own fron- 
tiers.” Thus far, Khrushchev. 

We have here, it seems, an important key for understanding the 
“communist bloc.” To be sure, the programmatic claims of 
Khrushchev project into the future, and show little resemblance 
to the political reality of today. But this picture of the future 
gives a sufficiently clear indication of the political and ideological 
function the communist bloc is supposed to play, in the minds of 
Soviet leaders. 

To understand the communist bloc it is necessary to understand 
the legal principles regulating the relations between socialist coun- 
tries. What is the nature of the relations that link them together? 
Do these bonds substantially differ from traditional concepts of 
inter-state relations? And if they do, what are their specific fea- 
tures? At present, as will be discussed in the following pages, the 
legal basis of the communist bloc is twofold: on the one hand an 
international treaty system; and on the other hand the principle 
of “socialist internationalism.” 


The Treaty System 


The treaty system is extensive. It consists, if we classify by partners, 
of multilateral and bilateral agreements. But if we proceed from 
the subject matter we may distinguish between political, economic, 
legal, and cultural agreements. The complex network of these 
treaties is evident from the accompanying chart, which shows all 
the multilateral agreements concluded within the communist bloc 
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TREATY RELATIONSHIPS WITHIN THE COMMUNIST BLOC, 
Spring, 1960 * 
Multilateral Treaties concluded within the bloc, and Bilateral Treaties of Alliance 
concluded by the USSR and by the People’s Republic of China 


MULTILATERAL TREATIES 


P| Warsaw Treaty (1955) 
<p Date of Accession 


ae 
Bias Os a 


_—— 
1956 Date of Accession 
Agreements on International 
ae Railway Traffic (1950) 


Declaration of Twelve Com- 
ee | munist Parties (1957) 


64 
. 3 Comecon (1949) 


BILATERAL TREATIES OF ALLIANCE 

Concluded by 

a the USSR (and 
date) 

Renounced by the 

USSR (and date) 

Countries that have 


potty, no common fron- 


tier with the USSR 

Concluded by 
the People’s 
Republic of 
China (and 
date) 

* According to newspaper reports, 
China concluded a further treaty of 
alliance—with Mongolia—on May 1, 
1960. 
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and, among the bilateral treaties between communist states, the 
political alliances that have been signed by the Soviet Union and 
by China. 


Po.iticAL TREATY SYSTEM 

A multilateral agreement in the political field is the Warsaw 
Treaty of May 1955.” It covers only socialist states in Europe, and 
does not include the “people’s democracies” in Asia. China par- 
ticipated as an observer in the first meeting establishing the Treaty, 
and announced its “‘solidarity,” but is not a member state.* Nor 
is Yugoslavia. Since the rupture of its relations with the Soviet 
Union in 1948, Yugoslavia has not been a partner in the com- 
munist bloc, remaining outside it even after the reconciliation in 
1955- 

The Warsaw Treaty is a pact of friendship and alliance in the 
traditional sense. It stipulates for member states an obligation 
not to use force in their relations, and provides for consultation 
in a “Political Consultative Committee.” Two auxiliary organs 
have been attached to this committee since 1956, both with a seat 
in Moscow: a Standing Commission for making recommendations 
on questions of foreign policy; and a “United Secretariat.” * The 
core of the Warsaw Treaty is the obligation to mutual military 
assistance (Article 4), but this obligation rests on two significant 
conditions. 

First, the clause on military assistance enters into operation in 
case of an armed attack by a state or a group of states. In regard 
to conflicts of an internal character, such as national uprisings, 
there is no obligation or right to render assistance. Soviet inter- 
vention in Hungary in 1956 had therefore no basis in the Warsaw 
Treaty. At the time the treaty was concluded, but before the 
events in Hungary, the limitation to conflicts of an international 


2For English translation see American Journal of International Law, vol. 49, 
Supplement (1955) pp. 194-99. 

8 Communiqué of May 14, 1955: Pravda, May 15, 1955. 

4 Communiqué of January 28, 1956: Pravda, January 29, 1956. 
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character was praised by Soviet leaders as a progressive achieve- 
ment. At the same time the communist leaders condemned 
capitalist treaty practice, which, it was claimed, provides for mili- 
tary assistance even if there is no attack by another state. Ac- 
cording to the head of the Treaty Department in the USSR Min- 
istry of Foreign Affairs, capitalist states try by this means to create 
the legal possibility of ‘‘suppressing any national liberation move- 
ment.”’ ® 

Secondly, the casus foederis is limited to an attack in Europe. 
Hence in the event of an armed conflict in the Near East involving 
the Soviet Union, member states of the Warsaw Treaty would not 
be under an obligation to render assistance. 

The Warsaw Treaty’s only deviation from the classical scheme 
of pacts of alliance is its creation of a United Command of Armed 
Forces. Sovereign rights, to be exercised under its own authority, 
are conferred on it by the member states. The transfer of 
sovereignty, however, is limited in scope. Defense ministers of the 
member states retain command over national troops assigned to 
the United Command. The German Democratic Republic 
(GDR), which was originally excluded from the Warsaw Treaty, 
was admitted about eight months later, in January 1956, after a 
German National People’s Army had been created. 

Apart from this multilateral political agreement, a network of 
bilateral treaties of alliance operates within the communist bloc. 
These go back, as far as the Soviet Union is concerned, to the period 
of World War II (Czechoslovakia 1943, Yugoslavia 1945, Poland 
1945). After concluding treaties of peace with the former enemy 
countries (1947), the Soviet broadened its bilateral treaty system 
by bringing in Hungary, Rumania, and Bulgaria (1948). Without 
exception the mutual obligation of assistance provided by these 
treaties extends only to aggression jby Germany or a state allied 

5G. I. Tunkin, “O nekotorykh voprosakh mezhdunarodnogo dogovora v sviazi s 


Varshavskim dogovorom” (On some questiogs of international treaties in con- 
nection with the Warsaw Treaty), in Sovetskog gosudarstvo i pravo (Moscow), 1956, 


no. 1, p. 102. 
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with Germany.* The treaty with Yugoslavia was renounced uni- 
laterally by the Soviet Union in 1949, and the other people’s 
democracies followed its example. The Soviet Union, strikingly, 
has not concluded a bilateral treaty of assistance with Albania. 
Nor is the GDR bound to the USSR by a bilateral pact of alliance. 

In Asia the Soviet Union can rely on alliances with Mongolia 
(since 1946) and China (since 1950).7. In the military sector, how- 
ever, the Soviet-Sino treaty of alliance is limited to cases of aggres- 
sion by Japan or states allied with Japan. Hence if the problems 
of Formosa or Tibet should lead to an armed conflict not involving 
Japan or its allies, the Soviet Union would not be obliged by 
treaty to render military assistance to China. It is quite likely that 
the United States would be considered a “‘state allied with Japan” 
if this suited the aims of Soviet or Chinese policy, but no official or 
other communist interpretation of the clause is available. In the 
political field the Soviet Union maintains no treaty relations with 
the people’s democracies of Korea and Vietnam; here (if one dis- 
regard the Agreements on International Railway Traffic) interna- 
tional bonds are limited to relations on party lines. 

China, too, has not concluded any political treaties with the 
people’s democracies in Asia—unless we can rely on newspaper 
reports that a treaty of alliance was concluded between China and 
Mongolia on May 31, 1960. In any event, the political network in 
Asia is much looser than that in Europe. As regards Europe, China 
is linked by political treaties only with the GDR and Czecho- 
slovakia, both concluded recently (1955 and 1957, respectively).® 
These are bilateral treaties of friendship, and do not provide for 


6A useful collection of texts is that of Boris Meissner, Das Ostpakt-System (Frank- 
furt a/M and Berlin 1955). For a comprehensive list of Soviet treaties see Robert 
M. Slusser and Jan F. Triska, Calendar of Soviet Treaties, 1917-1957 (Stanford 
1959). 

7 For an English translation of the treaty with China see American Journal of 
International Law, vol. 44, Supplement (1950) pp. 84-86. A German translation 
of the treaty with Mongolia is provided in Meissner (cited above, note 6) p. 164. 

8 For texts see Gesetzblatt der DDR (Berlin), 1956, Part I, p. 197; Die Vertrage 
der Volksrepublik China mit anderen Staaten (Frankfurt a/M 1957; Supplement 


1958) pp. 67-68. 
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military assistance. Thus in case of a conflict over Formosa or 
Tibet, China could not, on the basis of a treaty, expect military 
aid from any country, either in Asia or in Europe. 

Apart from treaties of alliance there are a number of other bi- 
lateral treaties of a political nature, regulating frontier questions, 
for example, or providing for option, or defining the status of 
armed forces stationed abroad. For an analysis of the communist 
bloc the treaties on stationing armed forces abroad deserve special 
attention. The Soviet Union concluded such treaties in 1956 and 
1957, that is, immediately after the events in Hungary. Soviet 
troops are stationed in all but one of the European people’s democ- 
racies that have a comon frontier with the Soviet Union: in Poland, 
Hungary, and Rumania. The exception is Czechoslovakia, which 
although a neighbor is free of Soviet troops. Among the European 
states that have no common frontier with the Soviet Union (Al- 
bania, Bulgaria, GDR, and Yugoslavia) the GDR is the only one 
where Soviet troops are stationed. A corresponding differentia- 
tion is found in the substance of the respective treaties: in Poland, 


Hungary, and Rumania the Soviet Union is allowed to fix the 
number and stationing of its troops only by agreement with the 
host country, but in the GDR simple consultation is sufficient. 
The treaty with the GDR is also the only one that contains a safety 
clause allowing interference by Soviet troops if their security is 
endangered. 


ECONOMIC, LEGAL, AND CULTURAL TREATIES 

As far as multilateral relations are concerned, the system of 
economic treaties is based mainly on the Council of Mutual 
Economic Assistance, commonly known as Comecon, which was 
founded in January 1949. Its membership, like that of the Warsaw 


® English translations of the treaties with Hungary, Poland, and the GDR are 
available in American Journal of International Law, vol. 52 (1958) pp. 210-27. 
The text of the treaty with Rumania was published in Vedomosti Verkhovnogo 
Soveta SSSR (Moscow), 1957, no. 15, item 381 (ratification, item 296). A translation 
of the Hungarian treaty is available also in United Nations, Report of the Special 
Committee on the Problem of Hungary, Doc. A/3592 (New York 1957) pp. 60-62. 
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Treaty, is limited to Europe. Agreements on International Rail- 
way Traffic, concluded in December 1950 between the ministries 
of transport of all the communist-bloc states (not with Yugoslavia),’° 
were originally agreements within Comecon, but the people's 
democracies in Asia have now acceded to them. 

Though Comecon’s membership is limited to Europe, China 
and the other people’s democracies in Asia participate at the 
sessions as observers. Yugoslavia was temporarily (1955-56) ad- 
mitted as an observer, but its requests for an extension of this 
privilege have been declined. It is noteworthy that neither the 
GDR nor Albania was an original member of Comecon; Albania 
was admitted a month after it was founded, and the GDR in 1950, 
a year and a half later.‘ Here again the special status of Albania 
and the GDR within the communist bloc becomes evident. 

Activities of Comecon were at first limited to the field of foreign 
trade, with the member states required to adapt their commerce to 
the Soviet market, but in the period since Stalin’s death Comecon 
has intensified its activities, and they now extend not only to the 
exchange of goods but also to production. To this end economic 
plans are coordinated and production is specialized, in accordance 
with the principle of intra-socialist division of labor. Extensive 
work is done by numerous organs of Comecon. 

Ten years elapsed before an official Comecon document was 
published. The organization’s Statute, as adopted in Sofia in 
December 1959, was published in Moscow in April 1960, and also 
at that time a Convention on the Capacity, Privileges, and Immuni- 
ties of Comecon went into force.’? But the agreement on its found- 


10 These agreements (known also under the Russian abbreviations SMGS and 
SMPS) have been in force since 1951; they were revised in 1953 and 1955. French 
and German translations of SMGS are available in W. Haustein and W. Pschirrer, 
Internationales Eisenbahnrecht (Frankfurt a/M 1956) vol. 1, pp. 431-519. 

11 See P. A. Tokareva, “Mezhdunarodnaia ekonomicheskaia organizatsia novogo 
tipa” (An international economic organization of a new type), in Sovetskoe 
gosudarstvo i pravo, 1959, NO. 2, pp. 104-11. 

12 For the Russian texts see Vedomosti Verkhovnogo Soveta SSSR, 1960, no. 15, 
items 107 and 108 (ratification, item 55); for the German (official) texts see 
Osteuropa-Recht, vol. 6, no. 2/3 (1960). 
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ing, the original Statute, the rules of procedure for its organs are 
still unknown. Nor are records of Comecon sessions released to 
the public. One important Comecon document has become 
known, however, though it has remained almost without attention 
in the West: the “General Conditions of Delivery of Goods,” to 
be applied in foreign trade within the framework of Comecon. 
This text was not officially published; it leaked out from Warsaw 
and East Berlin.’* The General Conditions, which have been in 
force since 1958, unify the law of international sales in an area 
reaching from Vladivostok to Berlin and from Tallinn to Tirana. 
To appreciate the significance of such an act for international legal 
practice it is sufficient to look at similar efforts in the West. For 
almost forty years such efforts have been in progress there, but all 
they have come to are recommendations, drafts, and conventions 


not yet in force. 

Along with the economic integration we thus witness integration 
in the legal field. In the West much less attention has been paid 
to legal integration, although it is of equal importance. Its signif- 


icance can be grasped by recalling examples from the history of 
law. The reign of Roman law remained in force for centuries after 
the Roman Empire disintegrated. With the expansion of the 
British Empire, English law was introduced in its possessions on 
all five continents; today the British Empire has been replaced by 
a Commonwealth of Nations, but the law is still a common link 
and an important factor within the Commonwealth. The Code 
Napoleon became the law of a good many countries as Napoleon’s 
armies swept over Europe a century and a half ago, and remained 
in force in Poland, for instance, until 1945. After the collapse 
of the Austrian-Hungarian monarchy, Austrian law was kept on 
the statute books in some of the successor states; although now 
repealed, it retains some influence there even today. 

In other words, codifications and developments in the field of 


13 For an English translation of the Russian text see International and Compara- 
tive Law Quarterly, vol. 7 (1958) pp. 665-90; for the German (official) text see 
Osteuropa-Recht, vol. 6 (1960) pp. 49-73. 
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law tend to be more durable than the regimes creating them. True, 
law in the political domain (such as constitutions or criminal law 
for political offenses) can be changed overnight, and often is. But 
civil law (in its broadest sense) is tenacious of life. Each new 
codification requires laborious and lengthy legislative work. Such 
codification has been going on in the communist bloc for many 
years. It is greatly influenced by Soviet legal science and practice, 
as is natural since Soviet law is the only modern legal system with 
experience in regulating a socialist planned economy. 

The process of integration in the legal field is strengthened by a 
system of treaties. A network of bilateral treaties '* regulates the 
complicated field of international private law and procedure, pro- 
viding rules on the law to be applied and on other such matters 
as competence, rights and duties of foreigners, legal aid, execution 
of foreign judgments, extradition. There are also the many con- 
sular treaties, the conventions on dual nationality, and the recent 
Agreement on International Arbitration in Matters of Sea and 
Inland Navigation, concluded in 1959 in Gdynia, between Poland, 
Czechoslovakia, and the GDR." 

Integration in the legal field has already made such progress that 
it is possible to speak of an “area of socialist law.”” It would be a 
mistake, however, te believe that all laws of socialist countries 
should or will be unified as a result of integration. The individual 
legal systems are placed, it is true, on a new foundation—a common 
political and economic basis. But at the same time they do reserve 
their national individualities, based on their own legal traditions 
and shaped by the given historical, geographical, and social condi- 
tions. It would therefore not be correct to speak of an “area of 
Soviet law.” 

Finally, the treaty system within the communist bloc includes 
agreements in the field of cultural, scientific, and technical coopera- 

14See M. M. Boguslavskii and A. A. Rubanov, “Pravovoe sotrudnichestvo SSSR 
so stranami narodnoi demokratii” (Legal cooperation between the USSR and the 
countries of people’s democracy), in Sovetskii ezhegodnik mezhdunarodnogo prava 


(Moscow 1959) pp. 254-72 (English summary pp. 272-76). 
15 For the German (official) text see Osteuropa-Recht, vol. 6 (1960) pp. 75-82. 
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tion. These are of a bilateral nature, unless concluded within the 
framework of Comecon. The limits of this paper allow only this 
bare mention of them, and also of the intra-bloc bilateral economic 
treaties. 


The Principle of Socialist Internationalism 


The treaty system links communist countries on the state level. 
It does not cover relations among communist parties, relations that 
exist among all socialist states except Yugoslavia. In fact, it is this 
linking on party lines that provides the criterion for delineating 
the “communist bloc.”” Its only formal expression is the Declara- 
tion of Twelve Communist Parties made in Moscow in November 
1957, during the celebration of the fortieth anniversary of the 
October Revolution.’* The union created at that time may be con- 
sidered to a certain extent a successor to Comintern (1919-43) and 
Cominform (1947-56), but its organizational form is much looser. 
It merely provides for “conferences . . . as the need arises . . . to 
concert action in the joint struggle for . . . socialism.” 

The very nature of inter-party relations causes repercussions in 
relations on the state level, affecting a number of general principles 
of international law that govern inter-state relations. These prin- 
ciples are fixed in the Charter of the United Nations. Among the 
most important are respect for sovereignty, non-aggression, non- 
intervention, equality. They are identical with the so-called “five 
principles” of “peaceful coexistence between states with differing 
social and economic structures,” which are confirmed over and 
over again in declarations with Asian countries. 

Relations between socialist countries are not governed merely 
by these principles. There is one additional element: so-called 
“brotherly mutual aid.” This obligation is advanced in the 1957 
Declaration of Twelve Communist Parties. Mutual support, it 
is claimed, is an efficient manifestation of the principle of “socialist 
internationalism.” It is a positive principle complementing the 


16 The text was published in Jzvestiia, November 23, 1957. For an English trans- 
lation see Soviet News (London), no. 3731, November 22, 1957. 
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mainly negative principles of international law—the outlawing of 
aggression, intervention, and violations of sovereignty—and it 
extends to all fields of political, military, economic, and scientific 
relations. 

The principle of socialist internationalism (the term was coined 
only two or three years ago) has developed from the principle of 
“proletarian internationalism,” which means support by the work- 
ers of one country to the workers of another country in their strug- 
gle against capitalism and for building communism. Since the 
workers are represented by their vanguard, the party, proletarian 
internationalism is a maxim of action on party lines and not on 
the state level. This is true, however, only in relation to workers 
not yet liberated from the “yoke of capitalism.” Thus within the 
socialist camp, according to communist theory, internationalism 
acquires a new meaning: it becomes a principle of inter-state rela- 
tions. It has developed, moreover, into a principle of international 
law. Socialist internationalism is the core, Turkin writes, of a 
new “‘socialist international law” that is now in formation.*? 

Living up to the principles of socialist internationalism may lead 
to a collision with the principles of coexistence. Recent history 
has given us an impressive example: Hungary in 1956. The Soviet 
Union justifies its intervention there by the fact that the locai 
communist government requested its aid. The request came first 
from the legal government, later from the revolutionary govern- 
ment headed by Kadar, challenging the power of the Nagy govern- 
ment. On the basis of socialist internationalism, according to the 
Soviet argument, the Soviet Union was obliged to render aid. 

Hungary is only the most recent instance of a collision between 
the principles of coexistence and socialist internationalism. A 
further example is the aid given by the People’s Republic of China 
to North Korea in the Korean conflict (1950-53). Other such cases 
occurred after the October Revolution (1917), when a number of 


11G. I. Tunkin, “Novyi tip mezhdunarodnykh otnoshenii i mezhdunarodnoe 
pravo” (A new type of international relations and international law), in Sovetskoe 


gosudarstvo i pravo, 1959, no. 1, pp. 81-94. 
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nations in the border regions seceded from Russia by forming in- 
dependent states. Revolutionary Committees outside the territory 
of Soviet Russia (the RSFSR) asked Moscow for support in over- 
throwing their new governments. The RSFSR usually complied 
with such requests by dispatching the Red Army. Among the 
states in which a course of action on this pattern was followed were 
Finland (1918), Byelorussia (1919), Azerbaijan (1920), Armenia 
(1920), Georgia (1921), Iran (1920), Khiva (1920), Bukhara (1920), 
and Mongolia (1921). Only the action in Finland failed. 
Rendering such aid was in agreement with a Resolution of the 
Eighth Party Congress in 1919—the same Congress that adopted 
the Program of the Communist Party, still in force in the Soviet 
Union. According to this Resolution, the Red Army “will make 
it possible to render decisive help to the proletariat of the [im- 
perialist] states in its struggle against imperialism.” ** Overthrow- 
ing counter-revolutionary governments and setting up communist 
regimes with the help of the Soviet army may be in agreement with 
socialist internationalism, but it is certainly not in agreement with 
the principles of coexistence: non-aggression and non-intervention. 
Not all people’s democracies were prepared after 1956 to rec- 
ognize the principle of proletarian or socialist internationalism. 
“The revisionists,” reads the 1957 Moscow Declaration of Twelve 
Communist Parties, ‘deny the principles of proletarian interna- 
tionalism.” ‘The unqualified validity of this principle has indeed 
been questioned—mainly by Yugoslavia and, after the events in 
the autumn of 1956, temporarily also by Poland and China (until 
the Moscow Declaration of 1957). These countries demanded that 
in practicing socialist internationalism there be respect for the 
principles of coexistence, like equality and non-intervention. The 
idea has found clear expression in the Program '* of the League of 


18 The text has been published in KPSS v sezoliutsiiakh i resheniiakh ... , 7th 
ed. (Moscow 1954) Part I, p. 439. 

19 The text, pubished in VJI Kongres Saveza komunista Jugoslavije (Belgrade 
1958) pp. 250-55, 264-65, is available in English translation (by Stoyan Pribechevich) 
in Yugoslavia’s Way: The Program of the League of the Communists of Yugoslavia 
(New York 1959). 
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Communists of Yugoslavia, adopted in 1958. It can be found 
also in a declaration of the Chinese government commenting on 
the Soviet declaration of October 30, 1956, about relations be- 
tween the Soviet Union and the people’s democracies.” The 
Chinese government emphasized: “All socialist countries are in- 
dependent and sovereign states. At the same time they are... 
united in the spirit of proletarian internationalism. Hence the 
relations between socialist states should be based all the more on 
the five principles [of coexistence]."" The Chinese declaration 
also came out with express criticism of “great-power chauvinism,” 
which “has done grave damage to the solidarity . . . of the socialist 
countries.” 

In the critical days of autumn 1956 the Soviet Union, it seems, 
was prepared to concede in this question. In its declaration of 
October 30, 1956, it stated that coexistence finds its ‘““most profound 
and consistent expression . . . in the mutual relations between 
socialist countries.” But the crisis of 1956 was overcome, and 
since then the Soviet press has strongly attacked all attempts to re- 


place socialist internationalism by coexistence. 

This seemingly theoretical controversy is of high political signif- 
icance, as became particularly clear during and after the events in 
Hungary. At the end of 1956 and early in 1957 one people’s 
democracy after another sent its delegation to Moscow. The 
delegations, along with their Soviet host, were expected to make 
statements on the international situation. The series of declara- 


tions were meant to demonstrate the newly acquired stability and 
solidarity of the socialist camp. If one analyzes the texts of the 
declarations, however, differences become evident—differences less 
in what was stated than in what was omitted.”4 

All people’s democracies, with the exception of Yugoslavia and 


20 The text of the Chinese declaration was published in Izvestiia, November 2, 
1956. The text of the Soviet declaration, published in Pravda, October 31, 1956, 
is available in English translation in New Times (Moscow), no. 45, November 1956. 

21 For a collection of texts see Deklaratsii, zaiavleniia i kommiunike sovetskogo 
pravitel’stva s pravitel’stvami inostrannykh gosudarstv 1954-1957 gg. (Moscow 


1957): 
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Poland, agreed that by intervening in Hungary the Soviet Union 
discharged an international obligation toward the workers of that 
country. The Yugoslav-Soviet declaration did not refer to the 
problem of Hungary at all. The Polish-Soviet declaration merely 
mentioned that both states “will support” the new government in 
Hungary. In all the declarations, again with the exception of 
Yugoslavia and Poland, socialist internationalism is characterized 
as the basis for the relations between socialist states. It is men- 
tioned in conjunction with the principle of equality, but—tell- 
ingly—not with that of non-intervention. The principle of non- 
intervention is referred to only in those parts of the declarations 
which concern relations on the purely state level (and even here it 
is conspicuously missing in the declarations of Hungary and 
Mongolia). Yugoslavia and Poland, in their declarations, did not 
refer to the principle of socialist internationalism at all. Yugo- 
slavia, instead, spoke of cooperation “on the basis of the principles 
of Marxism-Leninism.” Poland wished to see its relations with 
the USSR governed by “the Leninist principles of equality of 
nations.” 

In these 1956-57 declarations of solidarity the deviations from 
the general pattern reveal the efforts of the Soviet Union to secure 
adherence by the people’s democracies to the principle of socialist 
internationalism. This principle carries an element of elasticity, 
drawn from the realm of ideology. It makes it possible to present 
intervention as “aid” given to protect the socialist camp against 
capitalist powers and to promote the cause of communism. This 
indeed is the essence of “socialist internationalism.” The Soviet 
Union, in its relations with the capitalist world, uses also another 
principle that has its origin in the field of ideology: the proposition 
that peaceful coexistence does not exclude an “ideological strug- 
gle’ between socialism and capitalism. The ideological struggle 
continues, as has been repeatedly emphasized by Soviet leaders, 
even in the period of coexistence. This aspect of coexistence is 
easily overlooked in the West, although it is part of the Soviet 
concept. 
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The intermingling of coexistence principles with “socialist in- 
ternationalism” (in relation to socialist states) and with the “ideo- 
logical struggle” (in relation to capitalist states) reveals the double- 
track character of Soviet theory and practice of international law. 
We find this double dimension also at the basis of the communist 
bloc. It is this feature which explains the bloc’s peculiar co- 


hesiveness. 
The Legal Nature of Communist-Bloc Integration 


The socialist camp represents, according to Soviet theory, the 
“highest type” of international relations. Exploitation of the weak 
by the strong is excluded. Relations are governed by friendship, 
brotherly support, confidence, and equality. They differ qualita- 
tively, it is argued, from relations between capitalist states, these 
being characterized by oppression, exploitation, and inequality. 
But these generalizing statements and value judgments hardly 
permit an explanation of the legal nature of the communist bloc. 

If one proceeds on the basis of criteria generally recognized in 
international law, it appears that the intra-bloc treaty system is 
patterned after traditional models. To be sure, the wording of 
treaties, in particular their preambles, may differ from old estab- 
lished forms. And treaties in the economic field have certain 
peculiarities that follow from the state monopoly of planning and 
foreign trade. Also a novelty are the agreements providing for 
scientific and technical cooperation. Otherwise, however, the 
agreements by and large resemble treaties made by other states 
and at other times. 

Thus the network of communist-bloc treaties does not provide 
for any closer form of a community of states. In so far as common 
organs of the contracting parties are established, for instance in 
the Warsaw Treaty and Comecon, these are composed of one 
representative for each state. Each has one vote. The principle 
of ‘‘weighted voting,” practiced in West European agreements for 
economic integration, is not followed. In the communist bloc the 
organs created by multilateral treaties may take decisions only 
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by unanimous vote. In general they are not vested with powers 
that can be exercised under their own authority, nor has there 
been any transfer of sovereignty to them.” The only exception on 
the state level is to be found in the United Command of Armed 
Forces created under the Warsaw Treaty. These armed forces 
are to some extent withdrawn from the sovereignty of the in- 
dividual member states—a provision that may seem to represent 
an initial step toward a supranational organization within the com- 
munist bloc. Even allowing, however, for the great military and 
political significance of the United Command, it would be prema- 
ture to consider the communist bloc a supranational organization. 

A “supranational” organization, according to the doctrine of in- 
ternational law, is a joint organ set up by a group of states. It 
exercises sovereign rights under its own authority in specific fields 
originally under the jurisdiction of the individual states. These 
rights are transferred to it by the member states, which to this 
extent renounce their sovereignty. The law created by the 
legislative and judicial organs of the supranational organization 
is directly applicable and enforceable in the territory of the 
member states, that is, without being transformed into national 
law. The founding of an “international” organization, on the 
other hand, requires no renunciation of sovereignty on the part 
of its members. Decisions of the organization are binding on the 
population of the member states only if transformed into national 
law. 

Integration in the communist bloc and in Western Europe is 
comparable only conditionally, because the two systems have dif- 
ferent economic structures. In a socialist country the state (and 
its organizations) is the only owner of the means of production, and 

22 The powers of Comecon organs, according to the 1959 Statute of Comecon 
(Articles 2 and 4), are limited to passing “recommendations” (“decisions” are 
provided for only in regard to “organizational and procedural questions”). The 
member states have agreed to carry out such recommendations “in accordance 
with their [national] legislation,” but this obligation extends only to recommenda- 
tions “accepted by them.” Moreover, Comecon countries have reserved the right 


to declare themselves “not interested” in a given question, in which case recom- 
mendations and decisions pertaining to it do not apply to them. 
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consequently is the sole entrepreneur. The free market is re- 
placed by the plan. Therefore in a supranational organization of 
the communist-bloc countries the member states would be required 
to exclude certain areas of economic activity from their govern- 
ment administration, and to entrust a joint organ with carrying 
on the work. So far, this has not been accomplished in the com- 
munist bloc. The socialist countries have created, on the state 
level, merely “international” organizations. Within Comecon, 
for instance, the coordination of economic plans and the socialist 
division of labor have the character of a joint economic policy 
agreed on by treaties under international law. 

The communist bloc is not a “confederation.” An essential 
element for that type of union of states, common representation 
vis-a-vis third parties, is missing. Legally it is not the “communist 
bloc” that acts, but individual states. Nor is the bloc a “federa- 
tion.” The socialist countries have not, under international law, 
limited their sovereignty in favor of a federal state. Thus the ideas 
of Lenin and Stalin on the form of a future Soviet empire have not 
been followed in practice. Lenin’s suggestion was a federation, 
whereas Stalin preferred a confederation.”* 

The communist bloc can do without either newly created or old 
established forms. It is using other ways and means of achieving 
close community: the primacy of communist ideology and the 
duty of party discipline. In fact, one could speak, though with 
some reservations, of a “supranational community of states on the 
party level.’” Thus in the final analysis the question of the legal 
nature of the communist bloc is reduced to the relationship of 
those powers that claim to watch over the purity of communist 
ideology and the observance of party discipline. This peculiar 
union of communist-bloc countries does not lend itself to analysis 


23 Lenin's suggestion was made in his Draft of Theses on National and Colonial 
Questions, of June 5, 1920; see Lenin, Sochinenia (Works), 4th ed., vol. 31 (Moscow 
1952) pp. 122-28. Stalin's idea was given expression in a letter he wrote to Lenin, 
dated June 12, 1920. The letter is not included in Stalin’s Collected Works, but is 
published in a footnote to the srd edition of Lenin’s Works (Russian edition), vol. 
25 (Moscow 1935) p. 624, note 141. 
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in terms of general international law, which traditionally regulates 
only relations between states and not relations between parties. 
And the rules governing inter-party relations leave no room for 
application of the principles of coexistence between states— 
sovereignty, equality, and non-intervention. 


Outlook for the Future 


The theory has been advanced in the West that inter-party rela- 
tions will lead, sooner or later, to some federative forms also on the 
state level; the people’s democracies are expected to join an en- 
larged Soviet Union. Maurach, a proponent of this theory of 
Anschluss, bases his view on the example of the Soviet Union itself, 
which was created from a number of formally sovereign Soviet 
states.** 

History has not so far supported the theory of Anschluss. This 
in itself does not, of course, disprove its validity. The question is 
whether national and historical diversity in the socialist camp will 
permit a fusion of states on the pattern of the Soviet Union. I sub- 
mit that this cannot be expected in the foreseeable future. The 
individual republics within the Soviet Union were constituent 
parts of the Russian Empire, and their historical bonds proved 
effective enough to offset existing national antagonisms. The 
historical bond is missing in the case of the communist bloc. When 
it is realized that there the people’s democracies in Asia are also 
partners, the importance of the barrier provided by historical and 
national differences becomes particularly clear. It is difficult to 

24See Reinhart Maurach, “Zur Rechtsnatur des Ostblocks,” in Zeitschrift fiir 
Ostforschung, vol. 1 (1952) pp. 44-75. The opinion is more cautiously advanced 
by Samuel L. Sharp, New Constitutions in the Soviet Sphere (Washington 1950) 
p- Vv. See also Werner Scharndorff in Rheinischer Merkur, January 29, 1960, ia Salz- 
burger Nachrichten, January 30, 1960, and in Forum (Vienna), no. 74 (1960). Scharn- 
dorf bases his thesis on reports that the Comecon countries concluded in Sofia (1959) 
a convention providing for “the binding character of [Comecon] decisions on all 
member states.” The reports are in contrast to the 1959 Statute of Comecon (see 
notes 12 and 22, above), but even if true they would not sufficiently substantiate the 
theory of Anschluss. An extensive study of the problems involved, though with 


little emphasis on the legal questions, has been made by Zbigniew K. Brzezinski, 
The Soviet Bloc: Unity and Conflict (Cambridge, Mass., 1960). 
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imagine how such a vast area with so many differing nations might 
develop into a federation following the example of the Soviet 
Union. Even a partial federation limited to Europe would pose 
fundamental problems, on the one side for the states united in the 
federation, on the other side for those left outside. The case of 
Yugoslavia shows vividly the difficulties of such a solution. More- 
over, a partial federation would be in contrast with the Soviet 
thesis that all socialist states will reach the stage of communism 
“more or less simultaneously.” The development of the socialist 
camp into a federation, or into any form of union on the state level, 
is therefore not likely. 

The development is proceeding instead in the direction of an 
ever closer integration in the economic and legal fields. If solidar- 
ity among the countries governed by communist parties was first 
secured by military power and later by political pressure, it is 
now integration that exercises this function. Integration is a 
system of practical measures aimed at a factual knitting together. 
It is this policy that is regarded by Khrushchev—and one can only 
agree with him—as the most effective means of achieving a merging 
of states in the socialist camp. The further integration proceeds, 
the more difficult it will be for a single state to break away from 
the bloc. One that enters the path of integration in the economic 
and legal fields does not have to use forms provided by interna- 
tional law for the federation of sovereign states. Such forms would 
result only in distrust and opposition on the part of the peoples 
concerned. The means for successfully continuing integration 
are provided by the supremacy of communist parties and the 
principle of socialist internationalism. 





THE SOCIAL WORLD AND THE 
THEORY OF SOCIAL ACTION* 


BY ALFRED SCHUTZ 


At FIRST sight it is not easily understandable why the subjective 
point of view should be preferred in the social sciences. Why 
address ourselves always to this mysterious and not too interesting 
tyrant of the social sciences, called the subjectivity of the actor? 
Why not honestly describe in honestly objective terms what really 
happens, and that means speaking our own language, the language 
of qualified and scientifically trained observers of the social world? 
And if it be objected that these terms are but artificial conven- 
tions created by our “will and pleasure,” and that therefore we 
cannot utilize them for real insight into the meaning which social 
acts have for those who act, but only for our interpretation, we 


* Eprrors’ Note—The essay here published for the first time was found by 
Professor Arvid Brodersen of the New School’s Graduate Faculty, in the course of 
preparing for publication a collection of papers by the late Alfred Schutz. It is 
presented in Social Research because the editors of the journal and the colleagues 
of Alfred Schutz believe it to be outstanding as a brief statement of his sociological 
thinking. 

The essay was written in New York in the summer of 1940, the author's first 
work after his arrival in this country from his native Austria, then Nazi-occupied. 
It forms the final portion, about one-third, of a longer paper, the first two-thirds 
of which were devoted to a critical review of Talcott Parsons’ The Structure of 
Social Action (1937). While he was still in Europe, Schutz had studied with the 
keenest interest that important American attempt to construct a general social 
theory on the foundations of the masters of modern sociology, mainly Weber, Durk- 
heim, and Pareto. In his long paper he analyzed the book in detail, and concluded 
by briefly setting forth his own basic ideas of a theory of social action, conceived 
from his familiarity with those great scholars as well as with the modern philosophers 
whose work he considered most relevant to such a theory—Bergson and, above all, 
Husserl. It is this final part of the paper that is here presented. 

The manuscript, with its footnotes, is published without change, except for 
slight bibliographical amplifications and the insertion of two minor passages and 
a single major one from the earlier pages (enclosed within brackets); the deletion 
of occasional brief references to matters relevant only to the preceding part of the 
paper; and occasional punctuation changes and paragraph divisions. The title 
under which the essay appears here was supplied by the editors. 
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could answer that it is precisely this building up of a system of 
conventions and an honest description of the world which is 
and is alone the task of scientific thought; that we scientists are no 
less sovereign in our system of interpretation than the actor is free 
in setting up his system of goals and plans; that we social scientists 
in particular have but to follow the pattern of natural sciences, 
which have performed with the very methods we should abandon 
the most wonderful work of all time; and, finally, that it is the 
essence of science to be objective, valid not only for me, or for me 
and you and a few others, but for everyone, and that scieutific 
propositions do not refer to my private world but to the one and 
unitary life-world common to us all. 

The last part of this thesis is incontestably true; but doubtless 
even a fundamental point of view can be imagined, according to 
which social sciences have to follow the pattern of natural sciences 
and to adopt their methods. Pushed to its logical conclusion it 
leads to the method of behaviorism. To criticize this principle 
is not within the scope of the present study. We restrict our- 
selves to the remark that radical behaviorism stands and falls 
with the basic assumption that there is no possibility of proving 
the intelligence of ‘‘the fellowman.” It is highly probable that 
he is an intelligent human being, but that is a “weak fact’ not 
capable of verification (Russell, similarly Carnap). 

Yet, it is not then quite understandable why an intelligent in- 
dividual should write books for others or even meet others in 
congresses where it is reciprocally proved that the intelligence of 
the other is a questionable fact. It is even less understandable that 
the same authors who are convinced that no verification is possible 
for the intelligence of other human beings have such confidence 
in the principle of verifiability itself, which can be realized only 
through cooperation with others by mutual control. Furthermore 
they feel no inhibition about starting all their deliberations with 
the dogma that language exists, that speech reactions and verbal 
reports are legitimate methods of behavioristic psychology, that 


propositions in a given language are able to make sense, without 
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considering that language, speech, verbal report, proposition, and 
sense already presuppose intelligent alter egos, capable of under- 
standing the language, of interpreting the proposition, and of 
verifying the sense.!_ But the phenomena of understanding and in- 
terpreting themselves cannot be explained as pure behavior, pro- 
vided we do not recur to the subterfuge of a “covert behavior” 
which evades a description in behavioristic terms.” 

These few critical remarks, however, do not hit the center of 
our problem. Behaviorism as well as every other objective scheme 
of reference in the social sciences has, of course, as its chief purpose, 
to explain with scientifically correct methods what really happens 
in the social world of our everyday life. It is, of course, neither 
the goal nor the meaning of any scientific theory to design and to 
describe a fictitious world having no reference whatsoever to our 
common sense experience and being therefore without any prac- 
tical interest for us. The fathers of behaviorism had no other pur- 
pose than that of describing and explaining real human acts within 
a real human world. But the fallacy of this theory consists in the 
substitution of a fictional world for social reality by promulgating 
methodological principles as appropriate for the social sciences 
which, though proved true in other fields, prove a failure in the 
realm of intersubjectivity. 

But behaviorism is only one form of objectivism in the social 
scielices, though the most radical one. The student of the social 
world does not find himself placed before the inexorable alterna- 
tive either of accepting the strictest subjective point of view, and, 
therefore, of studying the motives and thoughts in the mind of the 
actor; or of restricting himself to the description of the overt be- 
havior and of admitting the behavioristic tenet of the inaccessi- 
bility of the other’s mind and even of the unverifiability of the 
othe:’s intelligence. There is rather a basic attitude conceivable— 


1 John B. Watson, Psychology, from the Standpoint of a Behaviorist, grd ed. 


(Philadelphia 1929) pp. 38 ff. 
2The foregoing remarks are only‘partially true for the so-called behavioristic 
position of the great philosopher and sociologist G. H. Mead (Mind, Self and 


Society, for example, pp. 2 ff.). 
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and, in fact, several of the most successful social scientists have 
adopted it—which accepts naively the social world with all the 
alter egos and institutions in it as a meaningful universe, meaning- 
ful namely for the observer whose only scientific task consists in 
describing and explaining his and his co-observers’ experiences 
of it. 

To be sure, those scientists admit that phenomena like nation, 
government, market, price, religion, art, science refer to activities 
of other intelligent human beings for whom they constitute the 
world of their social life; they admit furthermore that alter egos 
have created this world by their activities and that they orient their 
further activities to its existence. Nevertheless, so they pretend, 
we are not obliged to go back to the subjective activities of those 
alter egos and to their correlates in their minds in order to give a 
description and explanation of the facts of this social world. Social 
scientists, they contend, may and should restrict themselves to 
telling what this world means to them, neglecting what it means to 
the actors within this social world. Let us collect the facts of this 
social world, as our scientific experience may present them in a 
reliable form, let us describe and analyze these facts, let us group 
them under pertinent categories and study the regularities in their 
shape and development which then will emerge, and we shall 
arrive at a system of the social sciences, discovering the basic prin- 
ciples and the analytical laws of the social world. Having once 
reached this point the social sciences may confidently leave the sub- 
jective analyses to psychologists, philosophers, metaphysicists, or 
however else you like to call idle people bothering with such 
problems. And, the defender of such a position may add, is it not 
this scientific ideal which the most advanced social sciences are 
about to realize? Look at modern economics! The great progress 
of this science dates exactly from the decision of some advanced 
spirits to study curves of demand and supply and to discuss equa- 
tions of prices and costs instead of striving hard and in vain to 
penetrate the mystery of subjective wants and subjective values. 

Doubtless such a position is not only possible but even accepted 
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by the majority of social scientists. Doubtless on a certain level 
real scientific work may be performed and has been performed 
without entering into the problems of subjectivity. We can go 
far ahead in the study of social phenomena, like social institutions 
of all kinds, social relations, and even social groups, without 
leaving the basic frame of reference, which can be formulated as 
follows: what does all this mean for us, the scientific observer? 
We can develop and apply a refined system of abstraction for this 
purpose which intentionally eliminates the actor in the social 
world, with all his subjective points of view, and we can even do 
so without coming into conflict with the experiences derived from 
social reality. Masters in this technique—-and there are many of 
them in all fields of social research—will always guard against 
leaving the consistent level within which this technique may be 
adopted and they will therefore confine their problems adequately. 

All this does not alter the fact that this type of social science 
does not deal directly and immediately with the social life-world, 
common to us all, but with skillfully and expediently chosen 
idealizations and formalizations of the social world which are not 
repugnant to its facts. Nor does it make the less indispensable 
reference to the subjective point of view on other levels of ab- 
straction if the original problem under consideration is modified. 
But then—and that is an important point—this reference to the 
subjective point of view always can be performed and should be 
performed. As the social world under any aspect whatsoever re- 
mains a very complicated cosmos of human activities, we can al- 
ways go back to the “forgotten man” of the social sciences, to the 
actor in the social world whose doing and feeling lies at the bottom 
of the whole system. We, then, try to understand him in that doing 
and feeling and the state of mind which induced him to adopt 
specific attitudes towards his social environment. 

In such a case the answer to the question “what does this social 
world mean for me the observer?” requires as a prerequisite the 
answering of the quite other questions “what does this social world 
mean for the observed actor within this world and what did he 
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mean by his acting within it?” In putting our questions thus we 
no longer naively accept the social world and its current idealiza- 
tions and formalizations as ready-made and meaningful beyond 
all question, but we undertake to study the process of idealizing 
and formalizing as such, the genesis of the meaning which social 
phenomena have for us as well as for the actors, the mechanism of 
the activity by which human beings understand one another and 
themselves. We are always free, and sometimes obliged, to do so. 

This possibility of studying the social world under different 
points of view reveals the fundamental importance of the formula 
of Professor Znaniecki, [that all social phenomena can be described 
under one of the following four schemes of reference: social per- 
sonality; social act; social group; social relations.] Each social 
phenomenon may be studied under the scheme of reference of 
social relationship or social groups (or may we be allowed to add 
social institutions) but with equal legitimacy under the scheme of 
social acts or social persons. The first group of schemes of reference 
is the objective one; such a scheme will do good service if applied 
exclusively to problems belonging to the sphere of objective 
phenomena for whose explanation its specific idealizations and 
formalizations have been designed, provided, however, that they do 
not contain any inconsistent element or elements incompatible 
with the other schemes (the subjective) and with our common-sense 
experience of the social world in general. Mutatis mutandis the 
same thesis is valid for the subjective schemes.* 

In other words, the scientific observer's decision to study the 
social world under an objective or subjective frame of reference 
circumscribes from the beginning the section of the social world 
(or, at least, the aspect of such a section) which is capable of being 

8 To be as precise as possible: on the level of what we have just called objective 
schemes the dichotomy of subjective and objective points of view does not even 
become visible. It emerges at all within the basic assumption that the social world 
may be referred to activities of individual human beings and to the meaning those 
individuals bestow on their social life-world. But precisely this basic assumption 


which alone makes the problem of subjectivity in the social sciences accessible is 
that of modern sociology. 
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studied under the scheme chosen once and for all. The basic 
postulate of the methodology of social science, therefore, must be 
the following: choose the scheme of reference adequate to the 
problem you are interested in, consider its limits and possibilities, 
make its terms compatible and consistent with one another, and 
having once accepted it, stick to it! If, on the other hand, the 
ramifications of your problem lead you in the progress of your 
work to the acceptance of other schemes of reference and inter- 
pretation, do not forget that with the change in the scheme all 
terms in the formerly used scheme necessarily undergo a shift of 
meaning. To preserve the consistency of your thought you have 
to see to it that the “subscript” of all the terms and concepts you 
use is the same! 

This is the real meaning of the so often misunderstood postulate 
of ‘purity of method.” It is harder than it seems to comply with 
it. Most of the fallacies in the social sciences can be reduced to a 
mergence of subjective and objective points of view which, un- 
noticed by the scientist, arose in the process of transgressing from 
one level to the other in the continuation of the scientific work. 
These are the dangers that the mixing up of subjective and objec- 
tive points of view would involve in the concrete work of social 
scientists. But for a theory of action the subjective point of view 
must be retained in its fullest strength, in default of which such 
a theory loses its basic foundations, namely its reference to the 
social world of everyday life and experience. The safeguarding 
of the subjective point of view is the only but sufficient guarantee 
that the world of social reality will not be replaced by a fictional 
non-existing world constructed by the scientific observer. 

To make this matter clearer let us forget for a moment that we 
are social scientists observing the social world with a detached and 
disinterested mind. Let us see how each of us interprets the social 
world, common to us all, in which he lives and acts just as a man 
among fellowmen, a world which he conceives as a field of his 
possible action and orientation, organized around his person under 
the specific scheme of his plans and the relevances deriving from 
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them, but mindful, too, that the same social world is the field of 
other people’s possible action and from their point of view organ- 
ized around them in an analogous manner. 

This world is always given to me from the first as an organized 
one. I was, so to speak, born into this organized social world and 
I grew up in it. Through learning and education, through ex- 
periences and experiments of all kinds, I acquire a certain ill- 
defincu knowledge of this world and its institutions. Above all 
I am interested in the objects of this world in so far as they deter- 
mine my own orientation, as they further or hinder the realization 
of my own plans, as they constitute an element of my situation, 
which I have to accept or to modify, as they are the source of my 
happiness or uneasiness—in a word, in so far as they mean anything 
tome. This meaning to me implies that I am not satisfied with the 
pure knowledge of the existence of such objects; I have to under- 
stand them, and this means I have to be able to interpret them as 
possible relevant elements for possible acts or reactions I might 
perform within the scope ot my life plans. 

But from the beginning this orientation through understanding 
occurs in cooperation with other human beings: this world has 
meaning not only for me but also for you and you and everyone. 
My experience of the world justifies and corrects itself by the ex- 
perience of the others with whom I am interrelated by common 
knowledge, common work, and common suffering. The world, in- 
terpreted as the possible field of action for us all: that is the first 
and most primitive principle of organization of my knowledge of 
the exterior world in general. Afterwards I discriminate between 
natural things, which may be defined as things essentially given to 
me and you and everyone, such as they are, independent of any 
human interference, and on the other hand, social things, which 
are understandable only as products of human activity, my own 
or others’ (the term “thing” used in both cases in its broadest sense, 
covering not only corporeal objects, but also ‘“‘ideal’”—mental— 
ones). 

Concerning natural things my “‘understanding”’ is limited to the 


{ 
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insight into their existence, variations, developments, in so far as 
all these elements are compatible with all my experiences and those 
of others within the natural world in general and with the basic 
assumptions about the structure of this world we all accept by 
common agreement. Within these limits prediction (though only 
of likelihood) is possible for us all. This thing here is, in my opin- 
ion and in the opinion of us all, a wild apple tree. This implies 
that it will bear blossoms in spring, leaves in summer, fruits in 
fall, and become bare in winter. If we want to have a better view, 
we may climb to its top; if we need relaxation in the summer, we 
may rest in its shade; if we are hungry in the fall, we may taste 
its fruits. All these possibilities are independent of any human 
agency; the cycle of natural events revolves without our inter- 
ference.‘ 

If I want to do so, there is no objection to calling this organized 
knowledge of natural facts an ‘‘understanding” of them. But used 
in this larger sense the term “understanding” means nothing else 
than the reducibility of known and tested facts to other known and 
tested facts. If I consult an expert in the physiology of plants in 
order to learn what is really behind the afore-named cycle in 
vegetative life, he will refer me to the chemistry of chlorophyl or 
to the morphological structure of cells; in short he will “explain” 
the facts by reducing them to others, which have a greater general- 
ity and which have been tested in a broader field. 

Quite another “‘understanding”’ is peculiar to social things (this 
term embracing also human acts). In this case it is not sufficient to 
refer the fact under consideration to other facts or things. I can- 
not understand a social thing without reducing it to the human 
activity which has created it and, beyond it, without referring this 
human activity to the motives out of which it springs. I do not 
understand a tool without knowing the purpose for which it was 
designed, a sign or a symbol without knowing what it stands for, 

Of course the interpretation of natural things as products of the agency of 


another intelligence (though not a human one) is always an overt possibility. The 
life of the tree is then the result of the activities of a demon or of a dryad, etc. 
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an institution if I am unfamiliar with its goals, a work of art if I 
neglect the intentions of the artist which it realizes. 

[The present writer thinks that only a theory of motives can 
deepen an analysis of the act, provided that the subjective point of 
view is kept in its strictest and unmodified sense. He has tried 
elsewhere * to sketch the outline of such a theory and hopes to be 
allowed to repeat here some of its outstanding features. 

His starting point was a distinction between action and be- 
havior. The distinguishing characteristic of action is precisely 
that it is determined by a project which precedes it in time. Action 
then is behavior in accordance with a plan of projected behavior; 
and the project is neither more nor less than the action itself con- 
ceived and decided upon in the future perfect tense. Thus the 
project is the primary and fundamental meaning of the action. But 
this is an over-simplification, which can be used only as a first 
approach. The meaning attributed to an experience varies accord- 
ing to one’s whole attitude at the moment of reflection. When 
an action is completed, its original meaning as given in the project 
will be modified in the light of what has been actually carried out, 
and it is then open to an indefinite number of reflections which 
can ascribe meaning to it in the past tense. 

The simplest complex of meaning in terms of which an action 
is interpreted by the actor are its motives. But this term is equivo- 
cal and covers two different categories which have to be well dis- 
tinguished: the in-order-to motive and the because motive. The 
former refers to the future and is identical with the object or pur- 
pose for the realization of which the action itself is a means: it is 
a “terminus ad quem.” The latter refers to the past and may be 
called its reason or cause: it is a “terminus a quo.” Thus the ac- 
tion is determined by the project including the in-order-to motive. 
The project is the intended act imagined as already accomplished, 


5 Alfred Schutz, Der sinnhafte Aufbau der sozialen Welt (Vienna 1932; 2nd ed. 
1960) pp. 93-105. 

®I borrow some English terms from the excellent study A. Stonier and Karl 
Bode published about my theory under the title “A New Approach to the Method- 
ology of the Social Sciences,” in Economica (November 1937) pp. 406-24. 
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the in-order-to motive is the future state of affairs to be realized 
by the projected action, and the project itself is determined by 
the because motive. The complexes of meaning which constitute 
the in-order-to motive and the because motive respectively differ 
from one another in that the first is an integral part of the action 
itself, whereas the latter requires a special act of reflection in the 
pluperfect tense, which will be carried out by the actor only if 
there are sufficient pragmatic reasons for him to do so. 

It must be added that neither the claims of in-order-to motives 
nor the claims of because motives are chosen at random by the 
actor performing a concrete act. On the contrary, they are organ- 
ized in great subjective systems. The in-order-to motives are 
integrated into subjective systems of planning: life plan, plans for 
work and leisure, plans for the “next time,” time table for today, 
necessity of the hour, and soon. The because motives are grouped 
into systems which are treated in American literature (W. James, 
G. H. Mead, Znaniecki, Allport, Parsons) correctly under the cap- 
tion of (social) personality. The self’s manifold experiences of its 
own basic attitudes in the past as they are condensed in the form 
of principles, maxims, habits, but also tastes, affects, and so on are 
the elements for building up the systems which can be personified. 
The latter is a very complicated problem requiring most earnest 
deliberation. ] 

Above all, I cannot understand other people’s acts without know- 
ing the in-order-to or the because motives of such acts. To be sure, 
there are manifold degrees of understanding. I must not (even 
more, I cannot) grasp the full ramifications of other people’s mo- 
tives, with their horizons of individual life plans, their background 
of individual experiences, their references to the unique situation 
by which they are determined. As we said before, such an ideal 
understanding would presuppose the full identity of my stream 
of thought with that of the alter ego, and that would mean an 
identity of both our selves. It suffices, therefore, that I can reduce 
the other’s act to its typical motives, including their reference to 
typical situations, typical ends, typical means, etc. 
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On the other hand, there are also different degrees of my knowl- 
edge of the actor himself, degrees of intimacy and anonymity. I 
may reduce the product of human activity to the agency of an 
alter ego with whom I share present time and present space, and 
then it may occur that this other individual is an intimate friend 
of mine or a passenger I meet for the first time and will never 
meet again. It is not necessary even that I know the actor per- 
sonally in order to have an approach to his motives. I can for 
instance understand the acts of a foreign statesman and discuss his 
motives without having ever met him or even without having seen 
a picture of him. The same is true for individuals who have lived 
long before my own time; I can understand the acts and motives 
of Caesar as well as of the cave-man who left no other testimony 
of his existence than the firestone hatchet exhibited in the show- 
case of the museum. But it is not even necessary to reduce human 
acts to a more or less well known individual actor. To understand 
them it is sufficient to find typical motives of typical actors which 
explain the act as a typical one arising out of a typical situation. 
There is a certain conformity in the acts and motives of priests, 
soldiers, servants, farmers everywhere and at every time. More- 
over, there are acts of such a general type that it is sufficient to 
reduce them to “somebody’s” typical motives for making them 
understandable. 

All this must be carefully investigated as an essential part of 
the theory of social action.* Summing up, we come to the conclu- 
sion that social things are only understandable if they can be re- 
duced to human activities; and human activities are only made 
understandable by showing their in-order-to or because motives. 
The deeper reason for this fact is that as I naively live within the 
social world I am able to understand other people's acts only if I 
can imagine that I myself would perform analogous acts if I were 
in the same situation, directed by the same because motives, or 
oriented by the same in-order-to motives—all these terms under- 


7 An attempt was made by the present writer in his book Der sinnhafte Aufbau 
. .. (cited above, note 5). 
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stood in the restricted sense of the “typical” analogy, the “typical” 
sameness, as explained before. 

That this assertion is true can be demonstrated by an analysis 
of the social action in the more precise sense of this term, namely 
of an action which involves the attitudes and actions of others 
and is oriented to them in its course.* As yet we have dealt in 
this study only with action as such without entering into the 
analysis of the modification which the general scheme undergoes 
with the introduction of social elements proper: mutual correla- 
tion and intersubjective adjustment. We have, therefore, observed 
the attitude of an isolated actor without making any distinction 
as to whether this actor is occupied with the handling of a tool or 
acting with others and for others, motivated by others and moti- 
vating them. 

This topic is very complicated to analyze and we have to restrict 
ourselves to sketching its outlines. It can be proved that all social 
relations as they are understood by me, a human being living 
naively in the social world which is centered around myself, have 
their prototype in the social relation connecting myself with an 
individual alter ego with whom I am sharing space and time. My 
social act, then, is oriented not only to the physical existence of 
this alter ego but to the other’s act which I expect to provoke by 
my own action. I can, therefore, say that the other’s reaction is 
the in-order-to motive of my own act. The prototype of all social 
relationship is an intersubjective connection of motives. If I 
imagine, projecting my act, that you will understand my act and 
that this understanding will induce you to react, on your part, 
in a certain way, I anticipate that the in-order-to motives of my 
own acting will become because motives of your reaction, and 
vice-versa. 

Let us take a very simple example. I ask you a question. The 


8 Max Weber, Wirtschaft und Gesellschaft (Tiibingen 1922; new ed. 1956). Parts 
of this important work are available in English translation in H. H. Gerth and 
C. Wright Mills, eds., From Max Weber: Essays in Sociology (New York 1946); 
other parts in the English translation by Talcott Parsons, under the title The 
Theory of Social and Economic Organization (New York 1947). 
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in-order-to motive of my act is not only the expectation that you 
will understand my question, but also to get your answer; or more 
precisely, I reckon that you will answer, leaving undecided what 
the content of your answer may be. Modo futuri exacti I antici- 
pate in projecting my own act that you will have answered my 
question in some way or other, and this means I think there is 
a fair chance that the understanding of my question will become 
a because motive for your answer, which I expect. The question, 
so we can say, is the because motive of the answer, as the answer 
is the in-order-to motive of the question. This interrelationship 
between my own and your motives is a well tested experience of 
mine, though, perhaps, I have never had explicit knowledge of 
the complicated interior mechanism of it. But I myself had felt 
on innumerable occasions induced to react to another's act, which 
I had interpreted as a question addressed to me, with a kind of 
behavior of which the in-order-to motive was my expectation 
that the other, the questioner, might interpret my behavior as 
an answer. Over against this experience I know that I have suc- 


ceeded frequently in provoking another person’s answer by my 
own act called questioning and so on. Therefore I feel I have a 
fair chance of getting your answer when I shall have once realized 


my action of questioning. 

This short and incomplete analysis of a rather trivial example 
shows the great complications inherent in the problem of the 
social act, but also gives an idea of the extension of the field to 
be explored by a theory of action worthy of its name. We do not 
intend to enter further into this topic here but we must draw 
some conclusions from our example concerning the role of the 
subjective point of view for the actor in the social world. 

The social world in which I live as one connected with others 
through manifold relations is for me an object to be interpreted 
as meaningful. It makes sense to me, but by the same token I 
am sure it makes sense to others too. I suppose, furthermore, that 
my acts oriented to others will be understood by them in an 
analogous manner as I understand the acts of others oriented to 
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me. More or less naively I presuppose the existence of a common 
scheme of reference for both my own acts and the acts of others. 
I am interested above all not in the overt behavior of others, not 
in their performance of gestures and bodily movements, but in 
their intentions, and that means in the in-order-to motives for the 
sake of which, and in the because motives based on which, they 
act as they do. 

Convinced that they want to express something by their act or 
that their act has a specific position within the common frame 
of reference, I try to catch the meaning which the act in question 
has, particularly for my co-actors in the social world, and, until pre- 
sented with counter-evidence, I presume that this meaning for 
them, the actors, corresponds to the meaning their act has for me. 
As I have to orient my own social acts to the because motives of 
the other’s social acts oriented to me, I must always find out their 
in-order-to motives and disentangle the texture of social inter- 
relationship by interpreting other people’s acts from the subjective 
point of view of the actor. That is the great difference between 
the attitude of a man who lives amidst manifold social interrela- 
tions in which he is interested as a party and the pure observer 
who is disinterested in the outcome of a social situation in which 
he does not participate and which he studies with a detached mind. 

There is another reason why man living naively among others 
in the social world tries above all to find out the motives of his 
co-actors. Motives are never isolated elements but grouped in 
great and consistent systems of hierarchical order. Having grasped 
a sufficient number of elements of such a system, I have a fair 
chance of completing the empty positions of the system by correct 
conjectures. Basing my assumption on the inner logical structure 
of such a motive system, I am able to make, with great likelihood 
of proving them right, inferences concerning those parts which 
remain hidden. But, of course, all this presupposes interpretation 
from the subjective point of view, i.e. answering the question 
‘“‘what does all this mean for the actor?” 

This practical attitude is adopted by us all in so far as we not 





218 SOCIAL RESEARCH 


merely observe a social situation which does not touch us but are 
actors and reactors within the social world, and this is precisely 
the reason why the subjective point of view must be accepted 
by the social sciences too. Only this methodological principle 
gives us the necessary guarantee that we are dealing in fact with 
the real social life-world of us all, which, even as an object of 
theoretical research, remains a system of reciprocal social rela- 
tions, all of them built up by mutual subjective interpretations 
of the actors within it. 

But if the principle of safeguarding the subjective point of 
view in the social sciences were even admitted, how is it possible 
to deal scientifically—and that means in objective conceptual 
terms—with such subjective phenomena? The greatest difficulty 
lies, first of all, in the specific attitude the scientific observer has 
adopted towards the social world. As a scientist—not as a man 
among other men, which he is too—he is not a party in social 
interrelationship. He does not participate in the living stream 
of mutual testing of the in-order-to motives of his own acts by 
the reactions of others, and vice-versa. Strictly speaking, as a pure 
observer of the social world, the social scientist does not act. In 
so far as he “‘acts scientifically” (publishing papers, discussing prob- 
lems with others, teaching) his activity is performed within the 
social world: he acts as man among other men, dealing with sci- 
ence, but he no longer has, then, the specific attitude of a scientific 
observer. This attitude is characterized by the fact that it is per- 
formed in complete aloofness. To become a social scientist the 
observer must make up his mind to step out of the social world, 
to drop any practical interest in it, and to restrict his in-order-to 
motives to the honest description and explanation of the social 
world which he observes. 

But how should this job be performed? Not being able to com- 
municate directly with the actors within the social world, he is 
unable to verify directly the data he has obtained about them from 
the different sources of information open to him within the social 
world. To be sure, he himself has, as a man among others, direct 
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human experiences of the social world. In that capacity he can 
send out questionnaires, hear witnesses, establish test-cases. From 
these sources and others he gathers data which he will later use, 
once retired into the solitude of the theoretician. But his theoreti- 
cal task as such begins with the building up of a conceptual scheme 
under which his information about the sccial world may be 
grouped. 

It is one of the outstanding features of modern social science 
to have described the device the social scientists use in building 
up their conceptual scheme, and it is the great merit of [Durk- 
heim, Pareto, Marshall, Veblen, and] above all of Max Weber, to 
have developed this technique in all its fullness and clarity. This 
technique consists in replacing the human beings which the social 
scientist observes as an actor on the social stage by puppets created 
by himself, in other words, in constructing ideal types of actors. 
This is done in the following way. 

The scientist observes certain events within the social world as 
caused by human activity and he begins to establish a type of such 
events. Afterwards he coordinates with these typical acts typical 
because motives and in-order-to motives which he assumes as in- 
variable in the mind of an imaginary actor. Thus he constructs 
a personal ideal type, which means the model of an actor whom 
he imagines as gifted with a consciousness. But it is a conscious- 
ness restricted in its content only to all those elements necessary 
for the performance of the typical acts under consideration. These 
elements it contains completely, but nothing beyond them. He 
imputes to it constant in-order-to motives corresponding to the 
goals which are realized within the social world by the acts under 
consideration; furthermore he ascribes to it constant because 
motives of such a structure that they may serve as a basis for the 
system of the presupposed constant in-order-to motives; finally 
he bestows on the ideal type such segments of life plans and such 
stocks of experiences as are necessary for the imaginary horizons 
and backgrounds of the puppet actor. The social scientist places 
these constructed types in a setting which contains all the elements 
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of the situation in the social world relevant for the performance 
of the typical act under inquiry. Moreover, he associates with 
him other personal ideal types with motives apt to provoke typical 
reactions to the first ideal type’s typical act. 

So he arrives at a model of the social world, or better at a recon- 
struction of it. It contains all the relevant elements of the social 
event chosen as a typical one by the scientist for further examina- 
tion. And it is a model which complies perfectly with the postu- 
late of the subjective point of view. For from the first the puppet 
type is imagined as having the same specific knowledge of the 
situation—including means and conditions—which a real actor 
would have in the real social world; from the first the subjective 
motives of a real actor performing a typical act are implanted as 
constant elements of the specious consciousness of the personal 
ideal type; and it is the destiny of the personal ideai type to play 
the role the actor in the social world would have to adopt in order 
to perform the typical act. And as the type is constructed in such 
a way that it performs exclusively typical acts, the objective and 
subjective elements in the formation of unit-acts coincide. 

On the other hand, the formation of the type, the choice of 
the typical event, and the elements considered as typical are con- 
ceptual terms which can be discussed objectively and which are 
open to criticism and verification. They are not formed by social 
scientists at random without check or restraint; the laws of their 
formation are very rigid and the scope of arbitrariness of the social 
scientist is much narrower than seems at first sight. We are unable 
to enter into this problem within this study. But briefly we will 
summarize what was brought out elsewhere.® 

1) Postulate of relevance. The formation of ideal types must 
comply with the principle of relevance, which means that the 
problem once chosen by the social scientist creates a scheme of 

9I have sketched some of the principles ruling the formation of ideal types 
in a lecture delivered in the Faculty Club of Harvard University under the title 


“The Problem of Rationality in the Social World.” (This lecture was published, 
under the same title, in Economica, May 1943—Eds.) 





SOCIAL WORLD AND SOCIAL ACTION 221 


reference and constitutes the limits of the scope within which 
relevant ideal types might be formed. 

2) Postulate of adequacy. It may be formulated as follows: each 
term used in a scientific system referring to human action must be 
so constructed that a human act performed within the life world 
by an individual actor in the way indicated by the typical con- 
struction would be reasonable and understandable for the actor 
himself as well as for his fellowman. 

3) Postulate of logical consistency. The system of ideal types 
must remain in full compatibility with the principles of formal 
logic. 

4) Postulate of compatibility. The system of ideal types must 
contain only scientifically verifiable assumptions, which have to 
be fully compatible with the whole of our scientific knowledge. 

These postulates give the necessary guarantees that social sci- 
ences do in fact deal with the real social world, the one and unitary 
life-world of us all, and not with a strange fancy-world independent 
of and without connection to this everyday life-world. To go fur- 


ther into the details of the typifying method seems to me one of 
the most important tasks of a theory of action. 
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NEW DIRECTIONS IN THE STUDY OF 
ORGANIZATIONS AND SOCIETY * 


IN RECENT years we have witnessed the beginning of a new trend in the 
sociology of complex organizations. There is a growing interest in 
the relation of the organization to other social units not included in 
the organization itself. At first the study of organizations, seen as 
“formal structures,” was completely separated from the study of social 
groups. Subsequently social life within the organization—“informal 
structures”—gained attention; this was a considerable achievement, 
and perhaps because it was such an impressive one, many students of 
organizations tended to focus their attention solely on this area of 
research. Only in the last few years have organizational studies turned 
to systematic examination of the relations between organizations and 
external social units. 

The relations of organizations to external units can be studied from 
three points of view.? The first is interrelations among organizations, 
that is, the patterns of interaction among various organizations. In 
the past it was mainly the relations between management and labor 
unions that were studied in this way, usually on a rather descriptive 
level. Recent studies have examined the relations between other organ- 
izations, such as universities and foundations, industries and churches, 
police departments and recreational centers. An important line of 
comparison in this area, neglected until recently, is the power differ- 
entials among organizations. Of special interest here are the relations 
between regulating agencies and the organizations they regulate. The 
political sociologist and the student of bureaucracy can learn much, 
for example, from comparisons of the various regulatory commissions 
from this point of view, particularly from a study of the differences 
between the National Labor Relations Board and the other commis- 
sions. The NLRB is the only commission that regulates relations be- 
tween two well organized camps. The other commissions represent a 


* Eptrors’ Nore—This paper is based on one presented by the author at the 
annual meeting of the Eastern Sociological Society, April 11-12, 1959, New York. 

1 For recent reviews of research in this area see Harold L. Wilensky, “Human 
Relations in the Workplace: An Appraisal of Some Recent Research,” in C. M. 
Arensberg and others, Research in Industrial Human Relations (New York 1957) 
pp. 25-50; Henry A. Landsberger, Hawthorne Revisited (Ithaca 1958). 

2 One of the few empirical studies that examine an organization from all three 
viewpoints discussed here is Harold L. Wilensky and Charles N. Lebeaux, Industrial 
Society and Social Welfare (New York 1958). 





224 SOCIAL RESEARCH 


relatively unorganized public toward specific organizations (airlines, 
as an instance). These structural differences seem to make for con- 
siderable differences in the effectiveness of such commissions. 

The relations of the political forms of society to various organizations 
is the second research perspective that is gaining in importance. This 
is the main area of articulation between political and organizational 
sociology. Selznick’s study of the TVA is one of the outstanding exam- 
ples of this orientation. Studies of public administration also fall in 
this category, though they still neglect more often than they examine 
the social factors involved. Some of the better community studies 
throw some light on this aspect of organizational theory, but they 
usually do not focus on it. Thus from the Middletown studies we can 
learn about the relations between the business and political elites on 
the one hand and such organizations as the school, the church, and 
the newspapers on the other hand. Hunter’s and Miller’s analyses 
enable us to gain some additional insight into these relationships. What 
is needed is more research that will focus directly on such problems.* 

The third and perhaps the most neglected approach is systematic 
study of the interchange between organizations and external collectiv- 
ities. This is the approach with which the present survey is primarily 
concerned. By collectivities is meant social units in which expressive 
(solidary and normative) functions dominate, such as the family, the 
community, and other primary groups. External collectivities are 
those outside the organization under study. The influence of organiza- 
tions on the family, the community, social classes, ethnic and other 
groups has often been discussed and studied, especially under such 
titles as industrialization and bureaucratization, but the reverse rela- 
tion has less frequently been examined. While there are many studies 
of the influence of these external units on individual actors, there has 
been little investigation of the influence of external collectivities as 
units on organizations as units. Until recently most organizations 
were studied as “cases,” isolated from their environment. 

One of the important reasons for this tendency to neglect the influ- 
ence of collectivities on the organizational activity is the widespread 
assumption that these groups are disintegrating. Durkheim was prob- 

8 The effect of political and religious authorities on universities is extensively 
analyzed by Amitai Etzioni and Paul F. Lazarsfeld, “Innovations in Universities,” 
an introduction to a forthcoming work entitled Historical Material on Innovations 
in Higher Education, collected and interpreted by Bernhard J. Stern. 

*For a fine new study in this area see Peter H. Rossi, “The Organizational 
Structure of an American Community,” in Amitai Etzioni, ed., Reader in Organ- 
izational Analysis (New York 1960). 
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ably the most influential sociologist in developing the idea of the 
decline of the “traditional” primary groups, and the “anomic”’ conse- 
quences of this process. His idea was applied to the study of total- 
itarian movements, and it was suggested that atomized individuals 
are more open to fascist or communist appeals than persons well inte- 
grated in their social groups. Mayo, following Durkheim’s concept 
of “occupational groups,” suggested that industry can supply the bases 
for the formation of new primary groups, with management supplying 
the required leadership. Frank Tannenbaum has suggested that labor 
unions can fulfill this function. 

Mayo’s approach can be somewhat more strictly analyzed if his 
theorems are seen in the following context. Every society has to cope 
with the strains leading toward anomie by providing its members with 
meaning for their efforts. The meaning of human action is first built 
up in the process of socialization, and is then constantly reinforced by 
mechanisms of social control. Manipulation of sanctions (rewards and 
penalties) is a major means for both processes. There are two basic 
types of sanctions: instrumental, such as coercion and material rewards 
and penalties; and expressive, such as social and symbolic ones. The 
essential point here is that instrumental sanctions can regulate specific 
behavior, but diffuse behavior has to be reinforced by expressive sanc- 
tions. Moreover, the specific (instrumental) sanctions must eventually 
be supported by diffuse (expressive) ones. Hence the vital significance 
of expressive sanctions. Many organizations, especially those that are 
economic in character, such as industries, must resort mainly to instru- 
mental sanctions, while expressive sanctions are mainly in the hands of 
collectivities. Hence the source of anomie in organizations may well 
lie in the disintegration of external primary groups. Mayo’s suggestion 
is, then, that industries should supply expressive rewards internally, 
because they can no longer rely on external collectivities. The “human 
relations” ideologies and techniques are to a large degree built on the 
same assumptions. 

This argument is open to criticism both on empirical grounds and 
from the viewpoint of its unintended consequences. On empirical 
grounds, it seems that the mass-society theory has strongly overdone 
the point about disintegration of primary groups. While some tradi- 
tional groups have disintegrated or declined, such as the tribe, the 
clan, and the extended family, many others have adjusted to modern 
life and not disintegrated. Moreover, new bases for primary-group 
formation outside the industry have crystallized. These points should 
be examined in more detail. 
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The nuclear family was long considered to be losing functions and 
power, but sociologists of the family have recently agreed that the 
family was in a transitional period from which it is now emerging as 
a new unit with new powers; similar analysis could be applied to 
ethnic groups, to some racial groups, and to communities. To be sure, 
many of these groups are stronger among lower-class than among 
middle-class people, and therefore it might be contended that they 
cannot be counted on in a fully industrialized society, that they can 
be seen as a “cultural lag” and will eventually disappear. It seems, 
however, that this is not the case. 

In the first place, the significance of the nuclear family in the middle 
and upper classes has been considerably increasing, as one can learn 
from recent demographic studies and reports on suburbia. And second, 
there are interesting and relevant developments with regard to religious 
activities. The earlier sociologists, many under the influence of the 
rational-liberal tradition or of Marxian philosophy, assumed that 
religion—and with it social life based on shared religious practices and 
beliefs—is in a process of continuous decline. But religious activity, 
like the family, seems to have become revitalized in a changed form 
more adapted to modern society. Religious activities have become 
more social and less normatively oriented. This is functional in two 
ways: it decreases the area of conflict between religion and the dom- 
inant secular ideologies; and it provides an important communal bond. 
Similar shifts and processes of adjustment are taking place in the 
nature of ethnic groups. Thus it seems justified to suggest that some 
important “traditional” primary groups are adjusting to modern 
society, rather than disintegrating. 

As regards the emerging bases for the formation of new primary 
groups outside complex organizations, perhaps the best known exam- 
ples are friendship groups, suburban neighborhood groups, and social 
clubs. S. M. Lipset showed in a recent article (in Columbia Forum) that 
a high rate of participation in voluntary associations seems to be a 
universal characteristic of modern societies, and not limited only to 
American society, as Tocqueville, another prophet of mass society, 
suggested. 

If these generalizations are valid, mechanisms of socialization and 
social control embedded in primary groups can continue to function 
satisfactorily outside modern bureaucracies. Moreover, as was men- 
tioned above, attempts to internalize primary groups into the organ- 
izational structure may actually create some of the dangers that the 
supporters of the mass-society school want to avoid, for such efforts 





ORGANIZATIONS AND SOCIETY 227 


can result in the unintended creation of a potential totalitarian 
community. 

Before this latter argument can continue, a conceptual distinction 
must be introduced between uni-system and multi-system primary 
groups. The uni-system groups are role clusters of actors in one system 
—at work, for example. The multi-system groups are groups of actors 
who maintain the same social relations in more than one social system. 
Thus a work group can be regarded as uni-system if the primary rela- 
tions of the workers are limited to on-the-job relations. The workers 
become a multi-system group if they also maintain primary relations 
with their fellows after work. 

As long as primary relations are limited to the work system they 
tend not to undermine other foci of loyalty, and therefore not to 
threaten the pluralistic structure of modern societies. But once occu- 
pational relations become the basis of multi-system groups there is a 
danger that such groups will become the main social units and the 
sole focus of loyalty for their members. This would mean that the 
pluralism of loyalties, which is a basis for pluralism of power centers, 
is undermined, and with it the various values whose existence is 
dependent on pluralism, such as democracy and tolerance. The fact 
that the bureaucracy is in itself an authoritative structure increases 
the totalitarian potential of such social units. We do not have to 
rely on our imaginations in order to visualize life in totalistic organiza- 
tions. Reports of prisons, mental hospitals, monasteries, orphanages, 
one-industry towns, and some boarding schools suggest that organiza- 
tions turned into communities are inclined to become totalistic in this 
sense. (Goffman examines the effects of totalism of organizations in his 
forthcoming book entitled Total Institutions.) 

Mayo was in favor of “families” in industry not only as a means of 
avoiding social anomie but also as a technique for increasing motiva- 
tion toward production and conformity. It seems, however, that in 
organizations that are “small societies” there is usually more tension 
and conflict, open and latent, and lower morale than in other organiza- 
tions. The lack of segregation between work and non-work relations 
makes for transference of tensions from one area to another and ac- 
cumulation of strain. The centralization of power conflicts intensifies 
regular inter-elite strife, as well as tensions between elites and the rank- 
and-file. In short, internalization of collectivities may not pay off at 
all. Perhaps a reflection of this is the tendency of many modern cor- 
porations to stop the direct supply of accommodations, social welfare, 
entertainment, and other services to their personnel. They prefer to 
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supply to other, relatively independent organizations the financial 
support needed to carry out these functions. 

There are of course considerable differences among organizations 
as regards the extent to which they can rely on social control carried 
out in external collectivities rather than in internal primary groups. 
Thus monasteries may functionally require the latter type of organiza- 
tion, while industries cannot effectively use it; combat units of an army 
are from this viewpoint similar to monasteries, while peacetime mil- 
itary units may require an organization similar to that of three-shift 
industry. 

All these propositions need thorough checking through intensive 
research. The main point of this paper is that while organizational 
research is paying increasing attention to the “environment” of organ- 
izations, still more is needed. And one of the areas most likely to 
reward more careful study is the interrelationship between organiza- 
tions as units and external collectivities. 

AMITAI ETZIONI 


Columbia University 





LAND ECONOMICS 


a quarterly journal of 


Planning, Housing, and Public Utilities 


CONTENTS FOR MAY 1960 


CHANGING PATTERNS OF LAND VALUES Homer Hoyt 


Towarp A WaTeR Resource DEVELOPMENT PROGRAM FOR 
EASTERN RIVERS Guthrie S. Birkhead and Jesse Burkhead 


Tue Status oF RATE MAKING Harvey C. Bunke 
AGRICULTURE AND THE DEVELOPMENT OF TROPICAL AFRICA............ Edward Marcus 
Economic Activity IN SMALL AREAS Morgan D. Thomas 
AN Economic ANALYsIs OF Property Values and Race (Laurenti) Anthony Downs 
A Pure Tueory oF Ursan RENEWAL Otto A. Davis 
A SUGGESTION FOR IMPROVING PuBLIC UTILITY REGULATION 


Tue ROoLe oF SERVICES IN THE ANNEXATION OF A METROPOLITAN 
Frince AREA John Howard Kunkel 


Pusiic INVESTMENT IN NAVIGATION Projects: A Case Stupy Eric Schenker 


Public Utilities in American Capitalism (Martin Glaeser): 
Horace M. Gray 
DissENTING COMMENT Walter Morton 
Published in February, May, August, and November 


Subscription—$6.00 per year Single copies—f$2.00 


Sterling Hall University of Wisconsin Madison 6, Wis. 














FORUM 


Comment cn “New Problems for the United States in the 
World Economy” * 


Tue lucid and helpful analysis by Robert W. Stevens of “New Prob- 
lems for the United States in the World Economy,” published in this 
journal, makes an effective case for the “liberal” approach to these 
problems. He argues that in order to redress our balance-of-payments 
deficit we should try to find methods of increasing our exports before 
we give any consideration to restrictive devices, such as tariffs or curtail- 
ment of foreign-aid programs. Although I thoroughly agree with Mr. 
Stevens’ analysis and with his conclusions, I believe he has neglected 
certain crucial aspects of the situation. He is clearly interested in 
focusing attention on matters of public policy in this area, and a more 
complete analysis of the position of the developed versus the under- 
developed parts of the world in our foreign-trade picture would help 
to suggest directions in which that policy could be made more effective. 
And in addition it would help to bring into clearer relief the purely 
economic reasons that—as Mr. Stevens indicates—underlie the necessity 
of continuing our provision of assistance to the underdeveloped 
countries. 

In the first place, I believe that Mr. Stevens underestimates the dan- 
ger to the world economy which lurks in the ever-present possibility 
of a depression in the United States. He states that “the dollar, as 
such, will probably not again be ‘chronically short’ outside the United 
States.” This optimistic viewpoint is repeated throughout his article 
(see especially pp. 4, 5-6, 13, 15-16), but I believe it is far from a sure 
thing. The United States has become such an important market for 
the rest of the world—our imports as measured in dollars have quad- 
rupled since 1941 and nearly doubled since 1948—that variations in 
our purchases abroad must have an important effect. Furthermore, 
although our marginal propensity to import, as measured against 
GNP, has run around 4:100 over the past thirty years when the econ- 
omy was expanding, the relationship turns more sharply against im- 
ports in recession years. In the three very mild and brief postwar reces- 
sions, our imports declined at an annual average of $360 million for 
every drop of $1 billion in the annual rate of GNP—which is far 


* Robert W. Stevens, “New Problems for the United States in the World Econ- 
omy,” in Social Research, vol. 27, no. 1 (Spring 1960) pp. 1-21. 
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more than would be indicated by the marginal propensity to import 
under expanding conditions. This suggests that a deep or protracted 
recession here could easily be followed by declining output and employ- 
ment in foreign countries as our purchases from them shrink. 

When the problem is broken down by geographic areas, it appears 
to be even more acute. The dollar “glut” exists only in Western 
Europe, Japan, and Canada. The rest of the world is hardly affluent. 
As Mr. Stevens’ table shows, the United States did not really supply 
gold and dollars to the rest of the world until after 1957. During the 
two years ending December 31, 1959, out of the $6.6 billion gain in 
gold and dollar reserves in the rest of the world (excluding interna- 
tional institutions), $5.7 billion went to Western Europe, $0.8 billion 
to Japan, and $0.4 billion to Canada—all other countries taken as a 
group actually suffering a decline on balance. Western Europe, Japan, 
and Canada hold 75, percent of total foreign gold and dollar reserves, 
leaving only $9 billion for the sterling area outside the United King- 
dom and for Latin America, Asia, and Africa. Thus the dollar is still 
and could become even more “chronically short” in many parts of the 
world. 

This aspect of the problem is rendered even more striking if our 
import patterns are studied carefully. By far the largest part of the 
growth in our imports since the war has come from Japan and Western 
Europe, not from the underdeveloped countries. And even worse, it 
is our purchases from the underdeveloped countries which are most 
sensitive to changes in business activity in the United States. In the 
1958 recession, for example, the decline in our imports was more than 
accounted for by reduced purchases from these countries; our imports 
from Japan and Western Europe actually increased during this period. 

The vast differences in economic development throughout the world 
have a fundamental influence on our export patterns as well. The more 
developed countries are unquestionably our best customers, even 
though manufactured goods make up the largest part of our export 
trade and are its strongest element. If we exclude Canada, because 
of its geographic proximity and its role as a natural supplement to 
our own economy, about zo percent of our total exports go at present 
to only three countries—Japan, West Germany, and the United King- 
dom. We sell as much merchandise to France as we sell to India and 
Pakistan together, even though the population of the latter two coun- 
tries outnumbers the French ten to one. ‘ 

Thus although our foreign-aid program should, as Mr. Stevens con- 
tends, be continued for political reasons, he fails to emphasize that 
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it may well be the most crucial factor in the whole picture. Just because 
the beneficiaries of our aid programs are poorest in dollars, just because 
our imports from them are so sensitive to business activity here at 
home, just because more industrialized countries make better customers 
for our exports, curtailment or abandonment of our foreign-aid pro- 
gram would solve nothing and could result in serious harm. 

It would of course be desirable to have our Western European and 
Japanese friends take a larger share of the aid burden, but however 
that may be, maintenance and expansion of the economies of the poorer 
countries is absolutely essential. And for this the provision of foreign 
exchange in the form of long-term loans or aid is the inescapable first 
step. We not only create friends; we create markets for our exports. 
Ultimately we can provide new reservoirs of foreign-exchange reserves 
that will permit these countries to keep buying from us even if our 
own purchases from them should decline from time to time. 

PETER L. BERNSTEIN 


Bernstein-Macaulay, Inc., New York 
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BOOK REVIEWS 


EDITORS OF FORTUNE. Markets of the Sixties. New York: Harper. 
1960. 266 pp. $5. 

You may not have worked out your own private forecast of the 
sixties. You may even have been somewhat reluctant to coin an 
adjective that best describes the prospects facing the United States 
in the decade we have entered. If you haven’t because you were looking 
for a good estimate of the possibilities, you will find in this surprisingly 
good book something of what you have been waiting for. The authors 
eschew strictly theoretical approaches, but the careful reader will find 
himself running into Schumpeter on almost every other page, for 
what the decade is to be depends on the nature of the inventions that 
men in “research and development” can come up with. And what is 
in retrospect significant about the decade of the fifties is that it moved 
much farther ahead in basic technology than we had reason to expect. 
In the sixties the pace of innovation will move even faster, and the 
reader finds himself wondering whether we are firmly launched into 
the Fourth Kondratieff. 

The message of the editors of Fortune seems to be that the tools of 
analysis by which we have measured the progress of the past era are 
no longer quite applicable. You find little here about the probiem of 
inflation or its danger, though price trends are outlined; the role of 
money or of the banks and the Federal Reserve is touched but lightly; 
unemployment, technological or otherwise, is only hinted at; fiscal 
policy is treated as very much of a side issue—and all this not because 
of inadequate knowledge of the economic matters or a willful intention 
to ignore them, but rather because the era now begun is seen as a 
new one in which problems of a different order and of a different 
magnitude are posed. 

The authors are classical in their emphasis. With growing produc- 
tion the key to growing economic welfare—through rising incomes 
and rising consumers’ surplus, here called “discretionary incomes”’— 
the problem is one of right use of wealth. There is, of course, the 
Malthusian shadow, which is exorcised in the first chapter though 
perhaps in a manner a bit too pat. There is also Engel’s law and the 
shift in consumer taste. And there is death and transfiguration of 
industry. But above and beyond and through it all is that familiar 
philosophy of optimism and the beneficent “hidden hand” we have 
inherited from Adam Smith. 
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If this is the Fourth Kondratiefi, and if we can extend forward 
what Schumpeter has said about the other three, it may turn out that 
the editors of Fortune are correct. If we date the prosperity phase as 
having begun somewhere in the middle fifties, then we are in a Juglar 
which should carry us well through the sixties—though this is extra- 
polating from the authors. The matter of inflation, however, does 
deserve a bit more than passing notice. It comes as something of an 
eye opener to find no expression of fear that the gains of productivity 
will be eaten away by a wage-price spiral. By implication, the inflation 
of the fifties is dismissed as of no major significance, and there is 
nothing basically malevolent in the relationship between prices and 
wages. With a puzzled “Then what was all the fuss about” the reader 
can move on to some new bright forecast about what will happen to 
the money left over for the good life. 

I must admit that I am convinced by this set of essays. I feel that 
they have correctly assessed the prospects for the sixties as well as 
the meaning of the fifties. But as this implies, I was not convinced 
by the analyses of the past decade. 

CHARLES J. STOKES 


Atlantic Union College, Mass. 


HERZ, JOHN H. International Politics in the Atomic Age. New 
York: Columbia University Press. 1959. vili & 360 pp. $6. 

The objective of this brilliant and thoughtful study is “to find out 
to what extent the traditional concepts of international politics are 
still applicable and at what points they must be reevaluated in the 
light of changed conditions.’’ With this purpose in mind, Professor 
Herz first discusses the conceptual framework of the modern system 
of states, as it developed some three hundred years ago, and its under- 
lying political, military, and economic factors. The notion of “terri- 
toriality” or “impermeability” emerges from Herz’s analysis as the 
central and basic concept of the system. Concepts and terms like 
“sovereignty,” “independence,” and “power” are in his view derivatives 
of the “territoriality” of the modern state. A “hard shell” of fortifica- 
tions and fortresses gave to the nation-state the corporeal quality of 
“jmpermeability,” and thus protected it from foreign penetration. “It 
is this factor which rendered it defensible and, at least to some extent, 
secure in its relations with other units. It thus made the state the 
ultimate unit of protection for those living within its boundaries.” 
Professor Herz then analyzes the causes that contributed to the decline 
of the territorial state in the twentieth century. Foremost among them 
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is, of course, the technological development culminating in nuclear 
weaponry. This destroyed the impermeability and invulnerability even 
of—indeed, particularly of—the strongest states and, according to the 
author, thus tended “to obliterate the very meaning of unit and unity, 
power and power relations, sovereignty and independence.” 

The second part of the work is devoted to a careful and detailed 
analysis of the impact on current international politics both of the 
new weapons of mass annihilation and of the bipolaristic structure of 
present-day world society. Herz rightly stresses that these two factors 
are independent of each other, and have in part conflicting implica- 
tions. He examines the effect of bipolarity on the classical balance-of- 
power game and on the United Nations system of collective security. 
It would be difficult indeed to object to any of the author's observa- 
tions. One wonders, however, whether he does not take the permanence 
of today’s bipolaristic structure too much for granted. 

The dangers to all mankind inherent in the present state of inter- 
national politics are in no way understated in Herz’s study. All the 
same, he refuses to abandon the hope that the present frightening 
crisis will somehow be overcome. How this may be achieved is analyzed 
in the third part of the book, which deals with the presuppositions 
for a solution of the current problems. This discussion testifies vividly 


to the deep sense of moral responsibility that inspired the author in 
writ:: g his study. It seems doubtful to the present reviewer whether 
Herz’s “realist liberalism” is altogether free of utopian elements and 
entirely consistent with his own analytical exposition in the book. But 
be that as it may, the prescriptive part, too, is full of insights, and 
notably worth pondering over. 


Erich HuLa 
Graduate Faculty of the New School 


TRAGER, FRANK N., ed. Marxism in Southeast Asia: A Study of 
Four Countries. Stanford, Calif.: Stanford University Press. 1959. 381 
pp. $7.50. 

In the light of the current East-West competition for the minds 
and hearts of the peoples of Southeast Asia, the task that the authors 
of this book set themselves—to elucidate the role of Marxist doctrines 
and tactics in the nationalist movements of that part of the world—is 
certainly of high significance. As they clearly show, Marxism in its 
several versions and interpretations not only has been an important 
factor in rationalizing and stimulating the revolts of the several coun- 
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tries against alien political, economic, and cultural domination, but 
has left a perduring imprint on the thinking and attitudes of the 
ruling elites, and continues to influence current politics and social- 
economic policies. A reading of this competent and meticulously docu- 
mented study should be of immense value to those Americans who are 
called on to plan and to carry out policies of technical assistance and 
economic development, and who wish to build a bridge of understand- 
ing between these countries and the United States. 

How Marxism came to Southeast Asia and became “amalgamated” 
with the indigenous nationalist movements, and how the “amalgam” 
has evolved since these countries achieved independence, is told in 
considerable detail in four chapters that deal respectively with Burma, 
Thailand, Vietnam, and Indonesia. The four authors of these chapters 
differ to some extent in method and perceptiveness, but all are well 
qualified by training and experience to deal with their subjects. All 
four did field work for a year or more to supplement their professional 
studies. What gives unity to the book is the general concept of the 
“Marxist-Nationalist amalgam” formulated and analyzed by the edi- 
tor in an introductory and a concluding chapter. Dr. Trager spent 
several years in the area in various capacities, and during 1956-58 
recorded over 500 interviews with Southeast Asian leaders in govern- 
ment, industry, and civil life. His contribution to the study is enhanced 
by his personal experience in the area as well as by his understanding 
of international social movements. 

In considering the history and influence of Marxism in this area, the 
authors are concerned not with dialectical and philosophical doctrines 
but with Marxism as an operational theory of social change and revolu- 
tionary practice. What appealed to the leaders of Southeast Asian 
nationalism was the Leninist version of Marxism, which viewed the 
post-1914 stage of history as the period wherein capitalism and im- 
perialism became synonymous and entered a “general crisis” that pre- 
sumably would end in their final overthrow. The nationalist leaders 
found in this theory a comforting social philosophy and a rationale 
for their revolutionary activities. “Anti-capitalism” and “anti-imperial- 
ism” were thus grafted on the indigenous nationalist movements, 
forming the “amalgam” whose variations and developments in the 
several countries are traced by Dr. Trager and his associates. 

That the success of this “amalgam” was in large measure due to the 
failure of the Western democracies to play a constructive part is one 
of the main points of the narrative. The indigenous movements for 
national liberation in Southeast Asia—which assumed definite form 
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between 1900 and 1914, and’grew out of the influence of Buddhism 
in Burma, Modernist Islam in Java, Buddhism and Confucianism in 
Vietnam, and such other factors as Japan’s 1905 victory over Russia 
and the Sun Yat-Sen revolution in 1911—were, according to Dr. Trager, 
modest in outlook and demands. It is conjectural whether they would 
have developed along peaceful and liberal lines in any case. But it 
is Dr. Trager’s contention that the failure of the colonial powers of 
Western Europe to manifest any sympathy for the modest demands of 
the nationalists, and the fact that even the West European socialists 
who decried colonialism in general terms did not concern themselves 
significantly with the colonial peoples before 1917, contributed to the 
anti-Western and anti-white attitudes, which became deeply rooted in 
the nascent nationalist movements of the area. The failure of the 
democratic forces left a void that was quickly filled by the communists, 
who, after the Second Congress of the Comintern in 1920, began a 
vigorous campaign to “capture” these movements and to indoctrinate 
the leaders. 

It was thus that Marxism came to the area chiefly in the Leninist 
version, with its “totalitarian potential.” Only after 1930 did the non- 
communist Western or democratic socialist version of Marxism begin 
to gain some ground, as a result of the nationalists’ disillusionment 
with the zigzags and disastrous adventures of communist policy, and 
of the more vigorous interest of European socialists in the nationalist 
aspirations of the peoples of the area. In the intricate story of the 
divergent efforts, combinations, compromises, and adjustments on the 
part of the communist, socialist, and non-Marxist nationalist groups, 
both in their struggle for independence and in their inter-party fights 
for political control and power after independence was won, the sig- 
nificant fact that emerges is the gradual weakening of the communist 
ingredient of the “amalgam” under the influence of local political 
conditions, national economic necessities, and the revival of historic 
religious and cultural traditions. 

Dr. Trager finds that there is a “growing democratic component” in 
the Marxism of the area, which opens the way to “a form of democratic 
socialism that will welcome Western aid and put it to good use.” What 
he sees ahead is the development of “a tropical variant of the Scandi- 
navian pattern,” with emphasis on planned economic growth, social 
welfare, education, and cultural regeneration. Whether or not even 
such moderate forms of “Marxism” and “statism” are welcome to the 
policymakers of the Western world, their background and present role 
need to be understood. As Dr. Trager puts it, ““The distaste that exists 
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in the West for overt or covert forms of something called ‘Marxism’ 
is understandable, but it does not necessarily serve as the most desirable 
basis for international relations.” His hope is that objective social- 
political analysis will facilitate present and future discourse in the free 
world. There is no question that this study is a fine example of such 
analysis. 


Lewis L. LorwINn 
New York City 


DESAI, A. R. Rural Sociology in India. [revised ed.] Bombay: 
Indian Society of Agricultural Economics. 1959. xviii & 440 pp. 
20 Rs. 

Some things they do better in India. The Indian student of rural 
sociology has in Dr. Desai’s book a better working tool than any 
Western student of the subject can command. Dr. Desai exhibits no 
scholarly egotism. He takes his earlier work, Introduction to Rural 
Sociology in India, amplifies, introduces excerpts from rural sociologists 
of everywhere, few of whom are his equals, fits in pieces of research 
done by Indian scholars, himself, and others without discrimination. 
The outcome is an extraordinarily interesting piece of work, a “must” 
for Indian students and rather more than a “must” for Western students 
who want to understand India. 

A sub-continent we call it nowadays, since it has half a continent’s 
size and twice a continent’s population. Like other continents India 
is inhabited by almost all the varieties of man there are, from primi- 
tives who belong in the Stone Age to the most exquisitely cultured 
people of the world. Dozens of different languages, from Sanskrit 
types out of our own European family of languages to Tamil, a 
language built on principles strange to us Westerners but answering 
the needs of human thought with uncommon effectiveness. A scholar 
with linguistic instincts would count himself happy if he could wander 
a lifetime among the Indian languages. 

Diverse these Indians are, in speech, in figure, in color, yet one 
people. How could that be? India from end to end, for three thou- 
sand years, was a land of rural communities. Small groups of families 
knowing how to take their food out of the land, how to produce within 
their own boundaries the textiles, ceramics, woodenware, and tools they 
could use. No money, no outside trade to speak of. And how could 
they be self-sufficient? In remote antiquity they had developed caste. 
A man had to be a priest, a carpenter, a weaver, a scavenger because 
he was born to it. Millennia of development had adjusted human 
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heredity to community need; and the adjustment was by way of caste. 
Invaders could come, burn, and murder, but they could not change 
a sub-continent. They could only become an additional caste, and fit 
in. Great kings could come and roar their way through the communal 
culture and come to a standstill. India could bow; she could not 
change. 

But the unchanging British could change her. After two centuries 
of the British the millennial Indian village community began to 
dwindle out. It is there still today, sand in the gears of Indian 
progress. But it is going. And many of the rural sociologists assembled 
by Dr. Desai mourn the passing of the village community. In that 
community, they think, everything was smoothly adjusted. The sensi- 
tive boy took kindly a slap in the face by the village bully-boy. The 
homely little girl smiled sweetly when she thought of her pretty, bright- 
eyed sister. It was a wonderful way of life if we may accept as true 
the judgment of the utopians known as rural sociologists. 

Whether the Indian village community was a satisfactory solution 
of the problems of life or an enduring oppression upon the spirit of 
man is for literary folk to consider. The West was bound to come to 
India as a conqueror; for had not India always lain open to conquerors? 
It might have been the Spaniards, the Dutch, the French. It was the 
British. They ruined the village community. They paid money for 
the products of the soil and pushed agricultural production forward. 
They brought cheap cottons, cheap ceramics, cheap woodenwares, to 
rob the village artisan of his job and make him resent his caste position. 
They set up the detestable zemindars, to play country gentlemen and 
rob the tiller of the soil. 

What Dr. Desai’s Indian collaborators do not recognize is that the 
British set up an honest civil service that wove the sub-continent into 
a political unity. They were unable to complete the work for want 
of time, and India has Pakistan to remind her of them. But for the 
British, however, India would have been ten Pakistans, all run by 
Russia. 

There is vitality in the Indian sub-continent. It produces minds 
like Dr. Desai’s—minds that are above listening to the voice of Russian 
state capitalism or that of the equally tendentious American free 
enterprise, which has little sense of freedom for India. The ground 
on which man can live in peace is the middle ground. This our 
Indian friends know, but do not know how to say it. 

ALVIN JOHNSON 
President Emeritus, New School for Social Research 
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SPIRO, MELFORD, with the assistance of Audrey G. Spiro. Chil- 
dren of the Kibbutz. Cambridge, Mass.: Harvard University Press. 
1958. xix & 500 pp. $10. 

The Kibbutz of Israel, representing a collective village community, 
has now been in existence for nearly three generations. Unique in 
the western world, it has been the subject of sociological and anthro- 
pological investigation resulting in a crop of literature on its social- 
economic structure. The present work by Dr. Spiro is, however, the 
first of its kind. It is an anthropologist’s study of the personality type 
produced by the Kibbutz system of collective education. To carry 
out his study the author lived for nearly a year in one of the Kibbutz 
communities, which he pseudonymously calls Kiryat Yedidim, working 
half of each day in the fields and in the other half observing the 
children from the ages of one to eighteen, recording what they said 
and did. 

Dr. Spiro’s voluminous book has the appearance of a comprehen- 
sive, scientific work on collective child-rearing and education in the 
Kibbutz, and their effect on personality formation. Its first ten 
chapters contain a detailed account and analysis of the behavior of 
the pre-school children (47 in number), who lived according to age 
groups in the Nursery Home, the Toddlers’ Home, and the Kinder- 
garten Building. The following three chapters deal with the school 
children (from grammer school to high school), who formed an auton- 
omous children’s community. A description and evaluation of the 
adult Kibbutz-born personality, designated as sabra (the name given 
to all Israel-born), constitute the last three chapters. 

The title of the book as well as its presentation, while fascinating, 
may mislead the reader into believing that this work can serve as a 
basis for general conclusions about Kibbutz education. In reality the 
book deals with Kibbutz education in Kiryat Yedidim in 1951, the 
year Dr. Spiro made his study there. Such findings as the purely pro- 
jective method of teaching, the chaotic classroom with its complete 
lack of discipline, or the extreme Marxian indoctrination and adula- 
tion of Russia are today no longer actualities, even in Kiryat Yedidim. 
In those early years of the state, school discipline and curricula con- 
stituted a national problem, because of the lack of textbooks and 
qualified teachers. By the time this book was published there was an 
entirely different picture. 

The author has failed to make comparisons with children from 
other Kibbutzim or with Israel children in general. Nor has he 
pointed out the distinction between the educational system of Kiryat 
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Yedidim, a Hashomer Hatzair Kibbutz with politically leftist leanings, 
and that of other Kibbutzim, in most of which the children live with 
their parents, the trend being away from collective child-rearing; in the 
latter the teaching method and curricula conform to those of the 
general government school system. Moreover, some of the described 
behavior patterns, such as withdrawal, aggression, non-sharing, “psy- 
chological estrangement” from parents, may be misread as character- 
istic of the Kibbutz child whereas they are typical of all children at 
their several stages of development. 

The uninformed reader may draw other erroneous conclusions, in 
regard to the personality traits of the Kibbutz-produced sabra. His 
elaborately described “rudeness of expression,” his desire to travel 
abroad, his disdain for the type of Galut Jew as depicted in Yiddish 
literature (misinterpreted as hostility toward the Jew) are typical of 
the Israel sabra in general and not of the Kibbutz sabra in particular. 
And the author’s theory of the Kibbutz personality, which he de- 
scribes as suffering from a sense of insecurity, fearful of human con- 
tact, and disturbed by a feeling of inferiority, contradicts the generally 
accepted view of the sabra as an arrogant and overconfident human 
being, proud of himself, his people, and his country. The question 
arises as to how accurate a theory of Kibbutz personality the author 
could build on the basis of his study of only 11 adult sabras, which 
was the number available at the time in Kiryat Yedidim, as compared 
with 150 there today and 6500 in all the Kibbutzim. 

But Dr. Spiro’s work, although incomplete and distorted, represents 
a valuable contribution to Kibbutz literature. It brings into relief 
some of the most important features and effects of collective educa- 
tion, and arrives at some very interesting even if speculative con- 
clusions. 

EsTHER TAUBER 


Tel-Aviv, Israel 


HIGGINS, BENJAMIN. Economic Development: Principles, Prob- 
lems, and Policies. New York: W. W. Norton. 1959. xviii & 803 pp. 
$7.50. 

This book is not easy to classify. It is something of a textbook, al- 
though not of the conventional type; it is a book of readings in con- 
temporary development literature; it is a record of the various experi- 
ences of the author in Libya, Indonesia, the Philippines, and other 
countries, and a record of the work of the Center of International 
Studies at M.I.T.; it contains many policy recommendations to gov- 





: 
BOOK REVIEWS 241 


ernments of underdeveloped countries; it is a treatise. The coypbina- 
tion of all these things. has resulted in a book that is at all time) vital 
and stimulating, but could also be quite confusing. No stud-nt of 
the problems of underdeveloped countries could read it without profit, 
but one has to be very careful in distinguishing its different facets as 
one goes along, if one wants to derive maximum profit from it. 

The arrangement of the book, in spite of its bulk, is quite simple. 
The first part describes the problem. It is largely based on case studies, 
most of them within the author’s own range of experience, and this 
is a refreshing difference from the usual approach, which is based 
more on comparative statistics. The borderline of underdevelopment 
is placed rather higher than is usual, and as a result Italy is brought 
within the category. Part 2 deals with general theories of development, 
from Adam Smith to Hansen. This section is excellent, but the re- 
viewer thinks that Keynes has not been given his proper place. Although 
the author throws Keynes out through the front door—and puts Han- 
sen in his place—Keynes has an inevitable way of creeping in through 
the back door, in references to “Keynesian multipliers” and diagrams 
depicting Keynesian views, which one fears must remain unintelligible 
to the untrained reader. Also, the statement in the introduction to 
Part 2 that “the field was almost totally neglected between 1870 and 
1935 does not sit well with the emphasis rightly given to Schumpeter, 
whose theory of economic development appeared in 1911. There is 
apparent in this part a tendency to identify the advanced countries 
too much with the thinly populated resource-rich countries like the 
United States, Canada, and Australia, and the underdeveloped coun- 
tries too much with the overpopulated countries of Asia and the Far 
East. A contrast between, shall we say, England or Holland, on the 
one hand, and Brazil on the other hand would have led to rather 
different emphasis in some of the statements. 

Part 3 contains a discussion of the lessons of history. This is equally 
excellent, except that it seems to the reviewer that Professor Higgins 
is too pessimistic about the possibilities of a considerable increase in 
the rate of resource discovery in the underdeveloped countries. Their 
resources are much less well known and surveyed than he assumes. One 
might also wish that the 65 pages at the end of the book, on “Some 
Lessons of Experience” in Libya, India, Indonesia, the Philippines, 
and Italy, had been brought into Part 3. As it is, they look a bit lost 
and detached from the rest of the argument. 

Part 4, which deals with theories of underdevelopment, will appear 
to many readers as the most important section of the book. Its two 
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opening chapters deal with general theories—geographical determinism 
and sociological dualism. In regard to the former, this reviewer, writ- 
ing in the highlands of Ethiopia, with their ideal climate, can only 
say “Amen” to Professor Higgins’ demonstration that underdevelop- 
ment is not necessarily associated with a bad tropical climate. In dis- 
cussing sociological dualism he disposes effectively of the doubtful 
and often inconsistent views expressed by Boeke. It is not very logical, 
however, to use as an argument against the “climatic” school that 
“the soil and climate of Japan did not suddenly change in the latter 
part of the nineteenth century when its transformation to an industrial 
country began” (p. 273). Surely the argument of the “climatists” 
is precisely that non-tropical countries like Japan have a better chance 
of achieving this transformation. Also, I think Professor Higgins goes 
too far in arguing (against Hagen’s views concerning psychological 
preconditions for a transformation) that “any country which has gone 
far enough to produce an economic development plan that has become 
a matter of public discussion has already met the psycho-sociological 
prerequisites for growth” (p. 312; italics in text). If that were so, 
practically all countries would have met the prerequisites by now. 
Alas, too many countries’ development plans are evidence of willing 
the end of economic improvement, but not necessarily of willing also 
the means necessary to achieve it. The reader should also be warned 
that Professor Higgins uses such words as “industrialization” and 
“industrial” investment in a confusingly different sense from the nor- 
mal and narrower usage; he includes plantations, mines, oil wells, 
and in fact all large-scale agriculture. 
The concluding Part 5, on policies, deals largely with the financing 
of economic development, but also includes sections on planning and 
population policy. This reviewer finds himself very much in sympathy 
with the author’s general emphasis on the need for a dynamic approach 
to development planning, with emphasis on interactions, sequences, 
linkages, and external economies—as against a marginal, equilibrium, 
“trouble-shooting” approach. Yet in his advice to stagnant under- 
developed countries he may go too far in this direction and give to 
the unwary reader the impression that in such countries careful prep- 
aration of projects, cheap improvements, “trouble shooting,” and the 
like are not so very important. Nothing could be further from the 
truth. There is obviously no “either/or” about this business. As this 
reviewer has argued elsewhere, exactly those “dynamic” strategic con- 
siderations on which Professor Higgins places so much emphasis—and 
not only “marginalistic’’ economics—may point in the direction of 
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dispersed effort and varied small-scale growth, and thus multiply the 
number of “growing points.” 

The author’s definition of a development plan seems curiously 
restrictive, including as it does only a public investment program and 
policies governing the activities of the private sector. This reviewer 
would think that an analysis of the problems of the economy, the 
mapping out of a path of structural change, the definition of targets 
and stages of progress, and the administrative arrangements to carry 
out the program, in the public as well as the private sector, should all 
be regarded as integral parts of the development plan itself. There are 
also other aspects of the book on which it would be tempting to com- 
ment. But in a word, it is an important work, which will be certain 
of an honored place in the development literature, though it is not 
one for the uninitiated reader to swallow whole. 

H. W. SINGER 


United Nations 


CLAIRMONTE, FREDERIC. Le libéralisme économique et les pays 
sous-développés: Etudes sur l'évolution d’une idée. Paris: Minard. 
1958. 361 pp. Fr. 30 (Swiss). 

The central objective of this book is to demonstrate the irrelevance 
of the classical economic liberalism to the development problems of 
the underdeveloped world. Laissez-faire and the price mechanism are 
depicted as the manifestation of a static and a full-employment theory 
under competitive conditions, and thus incapable of explaining the 
course of economic development in the less deveioped areas. Today 
the “modern theory” regards the law of comparative advantage, the 
classical theory of industry locatior., and the concept of efficient re- 
source allocation at the margin as of no gre2t practical value to the 
complex problems of countries like India ana China. To List, Mathew 
Carey, and a few British “heretics” this was clear even in the heyday 
of the classical theory. 

The dilemmas of the less developed countries, in the author’s view, 
are too complex and too urgent to be trusted to the sluggish mechanism 
of the free market. For them, rapid industrialization is the sine qua 
non of economic progress. And, whether we like it or not, the govern- 
ment is the only entity that can launch such a growth process. Land 
reform, mobilization of idle fortunes, and other social-economic reor- 
ganizations cannot be achieved without government intervention and 
without planning. Private capital and private enterprise cannot do 
the job. 
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The book is written with clarity and frankness. Its copious footnotes 
and its impressive bibliography attest to the great pains that the author 
has taken before the altar of scholarliness and objectivity. Yet its 
contribution to the theory of economic development is uncertain. Its 
analytical “model,” admittedly that of Prebisch-Dobb, is not new; its 
conclusions are no different from those of Myrdal, Myint, and Lewis, 
whom the author frequently quotes; and its policy recommendations 
will be as unconvincing as ever to those brought up in the tradition 
of Haberler, Hayek, and Bauer. Although the author describes him- 
self as a neo-Keynesian, his hero is really not Keynes but Friedrich List, 
face-lifted by Mahalanobis. 

JAHANGIR AMUZEGAR 


Occidental College, Los Angeles 


KELF-COHEN, R. Nationalization in Britain; The End of a Dogma. 
New York: St. Martin’s. 1959. x & 310 pp. $5.50. 

Nationalization in Britain is a case study in disenchantment. Laid 
in Britain, where much was achieved by the drive of the 1945 Labour 
victory, it epitomizes the malaise of contemporary European social de- 
mocracy: a shortage of new ideas and a surplus of doctrine. 

At the end of World War II the non-communist left and the labor 
parties of Europe returned to the public scene with “clean hands.” 
As the uncompromising enemies of fascism, they profited from the early 
enthusiasm for reconstruction, and gained power and responsibility to 
carry out a vision of a new and better world. Committed to societal 
reorganization and to extensive nationalization “to secure for the 
workers by hand or by brain the full fruits of their industry and the 
most equitable distribution thereof,” they nationalized industries and 
improved welfare services. Later, the new conservative governments 
continued administering the nationalized industries and, more often 
than not, extended welfare services. Now, the socialists, with their 
traditional programs partly implemented and their goals frustrated, 
flounder from crisis to crisis as they refurbish the old slogans rather 
than formulate new programs. In Great Britain, with the British 
Market Research Bureau reporting go percent of regular Labour voters 
against further nationalization, A. Bevan repeated once again that the 
fundamental difference between the two major parties is still public 
ownership. 

Kelf-Cohen analyzes the English situation, where the dialectic has 
gone furthest and where the disenchantment is the disenchantment 
of fulfillment. Coal, transport, electricity, gas, and iron and steel have 
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been nationalized by the Labour party and, but for iron and steel, still 
are. Nationalization of these industries has not ushered England into 
the brave new socialist world, nor has it led to the dire consequences 
envisaged by the Tories. Not all the economic difficulties of the in- 
dustries have disappeared, nor are all the improvements traceable to 
nationalization. If output and services have increased in all the na- 
tionalized sectors, productivity has not always grown proportionately. 
Relative prices have fallen in some cases and risen in others. The 
financial performance of some nationalized sectors has been poor while 
that of others (particularly steel for the short nationalized interim) 
has been good. Labor relations have improved while customer rela- 
tions have worsened. A judgment on the resulting overall allocation 
of resources is hard to make, and Mr. Kelf-Cohen attempts none. His 
central evaluation is that “the Nation may own the industries but, so 
far, it has enjoyed the liabilities rather than the benefits of ownership.” 

The Kelf-Cohen conclusion is neither startling nor new; indeed, he 
tells us little that was not known. His book is organized in four parts 
—Birth and Growth of a Dogma, The Nationalized Industries, Aspects 
of Nationalization, and The Future Without the Dogma—and is at its 
best in Part III, where specific problems such as government relations, 
finances, staff and labor relations are surveyed on an inter-industry 
basis. Written in the hope that it will lead “to some clearer thinking 
on a subject befogged by doctrinaire beliefs” and that it will “provoke 
some hard thinking,” the book analyzes in detail the arguments on 
nationalization set forth in the parliamentary debates, and the reports 
on performance made by the National Boards, Corporations, and 
Authorities. Clearly and urbanely written, it does the job well. 

To this reviewer, the book’s merit lies not in what it contributes 
to the debate—again current in England—on the “how” and “why” of 
nationalization; as it was in 1945, this issue is prejudged by the temper 
of the time. The virtue of the book lies rather in what it tells us about 
the conditions that give rise to and color the debate. The point is 
made by the subtitle, which sets the leitmotif: the conflict that results 
from the clinging to an a priori model despite the stubbornness of a 
reality to which the model does not fit. 

From the book’s first line (““My interest in nationalization is almost 
a half century old”) to its last (““The Nation comes into contact with 
these monopolies as consumers and it is as consumers that they judge 
them. That is the most important lesson the nationalized industries 
can learn’’) it is a highly personal document that is also the testament 
of a generation. It is the document of a good and honest man bothered 
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by the fact that after years of ardent advocacy of nationalization, the 
Labour Party came to power “with no plan,” by the dilemma of 
“parliamentary accountability,” which is directly correlated with cen- 
tralization and lack of enterprise, by the Bourbonism of the language 
of labor in its advocacy of “transferring power from the steel barons 
to the Nation,” and by many other big and little things. Most of all, 
the author is sad. He is saddened by the reluctant realization that “to 
the Socialists, nationalization was a cure all and a substitute for painful 
hard thought.” 

It is a book well worth reading, for besides hammering home 
Keynes’ obvious obiter dictum at the end of the General Theory, it 
shows twentieth-century man’s difficulty in coping with his economic 
problems when all he has on hand are nineteenth-century ideas and 
eighteenth-century ideals. 

OscaR ORNATI 


Graduate Faculty of the New School 


KEIRSTEAD, B. S. Capital, Interest and Profits. Oxford: Basil 
Blackwell. 1959. ix&180pp. 22/6d. 

The first part of the book, in a single unfolding argument, deals with 
the theory of interest; the second part has chapters on economic de- 
velopment in “conventional societies,” especially Newfoundland, a 
chapter on sector analysis (mostly summarizing Keyfitz’s analysis of a 
special case), and brief comments on the concepts of multiplier and ac- 
celerator, which are far from exhausting the subject. The following 
comments pertain only to the first part of the book. 

“Profits may come to exist as a result of a monopoly or monopsony, 
as a reward for innovations, as a reward for the correct estimate of 
uncertain factors . . . Expectations about the possibilities of profits 
govern the decisions of entrepreneurs . . . [on] how much to invest” 
(p. 6). Most economists will find these statements unobjectionable. 
And only very few will disagree with Keirstead when he rejects Bohm- 
Bawerk’s central position that “there is a natural human propensity 
to prefer present to future goods” (p. 2). This proposition can be 
denied, however, only if it is interpreted literally, and the denial must 
not imply that it is a matter of indifference to the individual at what 
time he receives the amounts that make up his income; and if we grant 
that he is far from indifferent in this respect, the role of time in the ac- 
tions of lenders and borrowers requires analysis (a task that has been 
performed, with essential validity, by Irving Fisher). Furthermore, one 
can agree with the author that aggregate saving is not a function of the 
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interest rate, and yet find it impossible to maintain, on general theo- 
retical grounds, that a change in the interest rate, however large, would 
in no circumstances influence even temporarily an individual income 
receiver's decision concerning spending and saving. 

The author’s position is that “the rate of interest plays a minor role 
in determining the [investment] decisions” (p. 6). The rate on govern- 
ment obligations is a determinant, but it is only a “minimum price.” 
What then about the actual price? The answer, in Chapter V, is brief: 
“On our Y axis . .. we measure the power of each hypothesis about an 
act of investment to attract the mind and we measure this in the rate 
percent of return.” As the graph makes clear, the power to attract 
declines with the magnitude of investment. Keirstead’s analysis differs 
from the traditional marginal-productivity theory first in his stress on 
the role of uncertainty in estimating future yields, and second in re- 
placing the traditional continuous function by a discontinuous set of 
alternatives. The first point was of course acknowledged long ago, 
both theoretically and empirically, although the use of Shackle’s theory 
of expectation is a novelty; the second point could have been treated 
more systematically by making use of the modern methods of activity 
analysis. 

Keirstead has unquestionably pointed to two aspects of the problem 
that are neglected in what is now the classical treatment (J. B. Clark, 
Marshall). But he does not discuss a third and equally important 
point: the imperfections of the capital market and its compartments, 
which allow some interest rates to stay fixed for generations while 
others fluctuate widely from day to day. And even on the first two 
aspects, his short chapters cannot be said to contain more than sug- 
gestive hints. The definitive work is still to be written. 

HANS NEISSER 
Graduate Faculty of the New School 


HOOK, SIDNEY, ed. Psychoanalysis, Scientific Method, and Phi- 
losophy: A Symposium. New York: New York University Press. 1959. 
xiii & 370 pp. $5. ; 

Sidney Hook has convened an ecumenical council of psychoanalysts 
and philosophers in order to appraise, at mid-century, the impact of 
Sigmund Freud. This vigorous volume records the proceedings of the 
second New York University Institute of Philosophy, held in March 
1958. There are three major themes, each one discussed in three 
papers, and some nineteen other contributions of commentary and 
criticism. 





248 SOCIAL RESEARCH 


The chief topic is the evaluation of psychoanalysis as a part of 
science. What, indeed, is science? Bridgman has said that the working 
scientist has no method other than doing his damnedest. Can we 
specify some irreducibly minimal definition before we permit the use 
of the honorific adjective “scientific?” Is meteorology unscientific 
because its predictions are so unreliable? Is parapsychology unscien- 
tific because experiments in extrasensory perception depend on the 
mental attitude of the experimenter? (Credo ut intellegam!) Is atomic 
physics to be declared unscientific because “no elementary situation 
can be made to repeat itself”? 

The papers espousing the scientific character of psychoanalysis are 
by Heinz Hartmann and Lawrence S. Kubie. Hartmann provides a 
painstaking summary of the Freudian schema, brought somewhat up 
to date. Kubie is concerned to show the particular difficulties under 
which psychoanalysis labors: its origin as a therapeutic device, the 
limitations on its techniques, the problems in the “analytic incognito,” 
and the like. 

It is the paper of Ernest Nagel on “Methodological Issues in Psycho- 
analytic Theory” which must have been a blockbuster to the assembled 
analysts. He points out, first, that Freudian formulations are so loose 
and ambiguous that they could be construed to explain whatever facts 
appear. Other sciences may employ unobservable entities, but the 
Freudian theories are not tied down by rules of procedure to definite 
observable materials. No states of affairs are specified by psycho- 
analysts which could refute, for example, the death-wish, or the conflict 
between the Ego and the Id. (Sidney Hook claims to have been asking 
since 1919 what kind of evidence analysts would accept in order to 
declare in any specific case that a child did not have an Oedipus com- 
plex.) Moreover, Freud based his claim for the “archaic heritage” of 
the unconscious on the hereditary transmission of acquired qualities, 
which is denied by biology. Can this claim be excised, as unnecessary 
to Freudianism, just as it was found unnecessary to Darwinism? 
Nagel indicates, secondly, the serious inadequacy of the clinical data: 
the absence of controls (in another paper, Michael Scriven offers a plan 
for a controlled experimental investigation); the lack of objective 
criteria for deciding between alternative interpretations; the danger 
that the data themselves are manufactured by the psychoanalytic 
methods. 

These issues were hotly debated. Gail Kennedy offered the view 
that psychoanalysis is still an embryo or proto-science feeling its way by 
piecemeal testing. Arthur Pap suggested that analysts refer to a dis- 
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position rather than to the (self-contradictory?) “unconscious wish.” 
Raphael Demos pointed out that Newton used the concept of the 
infinitesimal effectively, even though Berkeley proved it was confused 
and unclear. Wesley C. Salmon proposed a new formulation of 
“psychic determinism.” 

The second major theme of the symposium was the relation between 
psychoanalysis and the social sciences, with papers by Abram Kardiner, 
Ernest van den Haag, and Alex Inkeles. The discussion was intelli- 
gent, but started no conflagration. 

The third topic was the relevance of psychoanalysis to philosophy. 
Here Morris Lazerowitz makes the startling assertion that the phi- 
losopher’s claims about the world are only a disguise for his own 
unconscious fantasies. He offers examples from Spinoza, and from 
F. H. Bradley, whose Absolute, he says, was “really” Death. The 
influence of temperament on philosophy was long ago indicated by 
William James, and by others. And Lazerowitz’ ruthless analysis of 
the language of philosophers is all to the good (see Reichenbach on 
Hegel!). But does it help us in understanding or evaluating Spinoza 
to be told that he used the word “cause” to symbolize (unconsciously) 
his father? 

A few comments on the mechanics of the volume. Some speakers are 
referred to (Paul Edwards, Alice Ambrose) whose remarks do not 
appear in the text. Why weren’t the major speakers given an oppor- 
tunity to reply to their critics? Lazerowitz was violently and almost 
universally attacked: why no rejoinder? And one would love to know 
Nagel’s answer to Demos’ request that he “put less of Plato and more 
of John Dewey into his cup of tea.” Might this not go to the crux 
of our query: what is science? 

One highly significant issue was not even raised until almost the end 
(by John Hospers): the goals of psychoanalysis. Is the analyst's objective 
of “cure” or “adjustment” or “removal of guilt feelings” always a good 
thing? Would it not require students of ethics and of social philosophy 
to appraise the long-range desirability of the ideal of psychoanalytic 
practice? This provocative topic should have been one of the major 
themes. 

This ecumenical council of Washington Square did not result in 
dogma, or in unanimity, but in intellectual stimulation—a rarer and 
far more valuable product. Let us hope it will be followed by many 
more. 

REUBEN ABEL 


Graduate Faculty of the New School 
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MILLS, C. WRIGHT. The Sociological Imagination. New York: 
Oxford University Press. 1959. 234 pp. $6. 

To those whose understanding of sociology is grounded in the classic 
European tradition (typified by the contributions of Max Weber) 
much recent sociological work, especially in the United States, must 
seem strange and inconsequential. What all too often is lacking is 
the quality of mind which C. Wright Mills calls the sociological 
imagination—a quality that enables one “to grasp history and biog- 
raphy and the relations between the two within society . . . to shift 
from one perspective to another. . . to range from the most impersonal 
and remote transformations to the most intimate features of the human 
re 

The unimaginative sociology that Professor Mills deplores has de- 
veloped in two major directions. On the one hand there is what he 
terms “grand theory,” typified by the writings of Talcott Parsons. 
Mills effectively deflates the stylistic pretentiousness of this school 
through his irreverent (but far from irrelevant) “translation” into 
English of several passages from Parsons’ The Social System. But it is 
not merely the style of this school which is disturbing. In his effort 
to develop a timeless all-embracing scheme the grand theorist ignores 
important structural realities of actual societies. Focusing on alleged 
common-value systems and stressing the concept of equilibrium, he 
avoids considering the conflicts of values, the political and economic 
interests, the historical circumstances, which so largely shape social 
life in the real world. While the grand theorist claims to be a dis- 
interested model-builder, his theory ignores the dynamics of social 
change and provides a backhanded endorsement for the existing so- 
cial order. 

An even more pervasive trend has been toward what Mills 
calls “abstracted empiricism.” Here the emphasis is on method 
—or rather, in the more typical usage, “methodology.” Usually 
this school does its “data collecting” through interviews and similar 
techniques. Findings are put in statistical terms. The premise 
behind this type of work is a devotion to what is thought to be the 
scientific method; so much is this so that, as Mills notes, method 
often seems to determine what problems are to be studied. The per- 
spective of the abstracted empiricist is extremely circumscribed. He 
claims that many minor but “solid” empirical studies will add up to 
a major body of sociological knowledge. But often his work reveals 
few meaningful ideas and little real understanding. Because of a 
psychologistic orientation and a concentration on details of social 
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life there is here, as in the case of grand theory, a neglect of major 
structural realities and an implicit approval of the status quo. 

Unfortunately many modern sociologists have been more interested 
in proving small things than in understanding big things. Data are 
collected, statistics compiled, whether they are significant or not. Yet 
as Mills points out (echoing Weber’s call for adequacy on the level 
of meaning), “Social research of any kind is advanced by ideas; it is 
only disciplined by fact.” Ideas are not held in high esteem in the 
research institutes that typify the bureaucratization of sociology; there 
the atmosphere is more congenial to money-raising project proposals 
and methodological gimmicks for the manipulation of data. 

There are probably several reasons why the developments described 
by Professor Mills have taken place. Sociologists, as relative new- 
comers in the social-science field, felt that they could best establish 
full scientific status for their discipline by emphasis on statistical 
techniques and by the cautious accumulation of non-controversial 
studies. Among European sociologists this temptation was tempered 
by a concern with and training in political, historical, and philosophi- 
cal disciplines. In the United States, however, the pragmatic ethos was 
not so conducive to the man of ideas. Then too, the recent era of politi- 
cal conformity has led many American sociologists to undertake only 
“safe” research projects. At the same time sociology has succumbed 
to the general bureaucratization of American life. In these circum- 
stances, Mills’ call for a return to the classic way of “the intellectual 
craftsman” is most appropriate. 

Professor Mills deserves praise for provocatively challenging key 
folkways of modern American sociology. He has written, in the tra- 
dition of Robert S. Lynd’s Knowledge For What?, an articulate de- 
mand that sociologists confront the major issues of our time. Many 
of his colleagues justify their avoidance of such issues by referring 
(in a distortion of Weber’s concepts) to the need for ethical neutrality, 
for a value-free science of sociology. But as Arthur K. Davis recently 
stated, “In fact, the premises of ethical neutrality and nonideological 
science directly or indirectly support the political orientation that 
affirms the existing social order and policies with no more than minor 
reservations.” 

At the heart of Mills’ argument is his objection to the politically 
conservative nature of much current sociological work. This objection 
is a legitimate one. If intellectuals (and it is symptomatic of the cur- 
rent situation that many American sociologists would disclaim this 
title) do not probe and criticize and challenge, who can be expected 
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to do so? Unlike most sociologists Professor Mills does not write 
only for his academic colleagues; he feels strongly about the present 
state of sociology and he wishes to convey his ideas to a wider audience 
of interested laymen. All who are concerned about the tenor of intel- 
lectual life in the United States today should welcome his lucid and 
penetrating book. 

Epwin M. ScHuR 


Wellesley College 


THIBAUT, JOHN W., and HAROLD H. KELLEY. The Social 
Psychology of Groups. New York: Wiley. 1959. xiii & 313 pp. $7. 

This is an important, stimulating, and at times annoying presenta- 
tion of a “rather new approach to the old problems” of group behavior. 
The new approach has resulted in an extensive treatment of the dyadic 
or two-person relationship, and in a somewhat less adequate treat- 
ment of the face-to-face group. The importance of the book stems 
from the conceptual scheme employed by the authors. Although space 
does not permit a complete discussion of it here, it is appropriate to 
give a brief summary of some of its more important parts. 

According to Thibaut and Kelley, behavior is a function of the dif- 
ference between the “rewards” and the “costs” of an activity or rela- 
tionship. The difference between rewards and costs is the “outcome.” 
The “comparison level,” or CL, is “the standard against which a mem- 
ber evaluates the ‘attractiveness’ of the relationship, or how satisfactory 
it is. It represents the average of the outcomes the individual has experi- 
enced, weighted by their salience” (pp. 21-22). The “comparison 
level alternatives” (CL-alt) represent the outcomes available to the 
person in alternative relationships, and therefore show the lowest level 
of outcomes the person is willing to settle for at any given time. A 
number of schematic tables are set up by the authors, which utilize 
the above definitions, and others, to explain interaction. For example, 
“the power of A over B increases with A’s ability to affect the quality 
of outcomes attained by B” (p. 101). The control of A over B may be 
either fate control or behavior control, depending on whether A can 
affect B’s outcomes regardless of what B does, or can, by varying his 
own behavior, “make it desirable for B to vary his behavior, too” (pp. 
102-08). 

The scheme, much more expanded than in the above quotations, 
is then utilized to analyze the various factors that are held to be impor- 
tant in the understanding of group processes. The authors have a 
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wide knowledge of the small-group literature, and examples of the 
use of the scheme are drawn from many places. They utilize well 
known and little known research results to illustrate their points, and 
are careful to present experimental results that do not fit clearly into 
their approach, in the few instances where they exist. The scholarship 
that went into this volume, and the fairness of the authors in present- 
ing the results of others, are impressive. 

It is perhaps unfair to criticize the authors for not doing something 
that it is not clear they were attempting. The annoyance this reviewer 
felt when reading the volume is, as much as anything, a tribute to the 
fine job they have done. Scattered throughout the book is a useful 
and impressive theory of the functioning of the dyadic relationship, 
and perhaps of the small group as well. I am sure that it will form 
the basis of much research in the next decade (this reviewer has already 
made use of it in planning a study in a field other than that of the 
small group). But the reader’s understanding of the material would 
be much enhanced if the authors had drawn the theory together in 
one place, and indicated which parts are their basic assumptions, which 
their hypotheses, and which their derivations from the theory. 

The second annoyance stems from the authors’ concentration on 
small-group research, to the almost total exclusion of other areas of 
investigation. For example, in Chapter 6, on the Evaluation of the 
Dyad, a discussion of salience of outcomes is related to the ability of 
the individual to control his own outcomes or environment. This 
definition has much in common with the view of social class which 
defines class as the amount of power the individual has over his own 
destiny. It is not clear whether the results of studies of social class 
are consistent with the authors’ interpretation of salience and control, 
but there is no indication that they are aware of the similarity of defini- - 
tion, or of the larger sociological studies. 

Finally, although this book is intended as a text, the authors seem 
to have compromised between writing a text and presenting a theoreti- 
cal monograph. The compromise is not a happy one. The informality 
of the language interferes with the communication of a fairly complex 
theory, and gives the impression of a lack of rigor where rigor actually 
exists. 

But these are annoyances, and do not reflect gross defects or even 
faults. The virtues of the book, in terms of its theoretical approach 
and its summarization of the small-group literature, far outweigh its 
deficiencies. It is an important contribution to social psychology, and 
will probably have an influence beyond small-group research. For 
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the person interested in small-group research it is a must, and, hope- 
fully, others will be stimulated to follow the theoretical directions 
that Thibaut and Kelley have suggested. 

Davip J. KALLEN 
Health and Welfare Council of the Baltimore Area 


LANDSBERGER, HENRY A. Hawthorne Revisited: Management 
and the Worker, Its Critics, and Developments in Human Relations 
in Industry. Ithaca: Cornell University (New York State School of 
Industrial and Labor Relations). 1958. x & 119 pp. $3.50. 

The territory of this survey is the famous Hawthorne studies as 
reported by Roethlisberger and Dickson in Management and the 
Worker, the criticisms to which that book has been subjected since 
its publication in 1939, and the research on human relations in in- 
dustry that the book has induced over the last two decades. But the 
word “revisited” in the title suggests more than a survey—perhaps a 
new interpretation of the Hawthorne experiments, or at least a shift 
in emphasis regarding the significance of the component parts. Lands- 
berger does not fully satisfy these expectations. 

The largest part of the book is given over to an excellent summary 
of Management and the Worker and to a faultless and comprehensive 
digest of the large number of articles that attack its methods and 
findings. The author’s extractive skill appears again in his references 
to the works of Warner, the Michigan school, and others, made in the 
last chapter. This reviewer would have no quarrel with the exercise 
of this skill if the goal of Landsberger had been to acquaint a lay 
public with Management and the Worker. But he explicitly states 
in his preface that he addresses “both master and student,” and it 
may be questioned whether such a digest is appropriate for non-lay 
readers in regard to a book that has become a classic and as such is 
integrated in our knowledge of industrial psychology and sociology. 

The bridge from a pure and simple survey, and its inherent induce- 
ment to superficiality, to new interpretations, where Landsberger 
makes his contribution to scholarly research, is formed by his evalua- 
tion of criticisms leveled against Management and the Worker. He 
neatly classifies them, and just as neatly raises and answers the ques- 
tion “Guilty as charged?”—sometimes with a yes, sometimes with a 
no. More important than these concrete answers, however, are two 
basic facts that he establishes. First, although Management and the 
Worker is a product of the Mayo school, and is identified with it, it is 
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essentially empirical, in contrast to other writings of that school and 
especially those of Elton Mayo himself. “It is more a book of data 
than of doctrine,” free of dogmatism and containing “data which can 
be interpreted in a sense opposite to Mayo’s and even partially sup- 
porting the stand of his critics.” Second, the time that has elapsed 
since the book’s publication has to be considered—that is, the dif- 
ferent facets of the same factual, theoretical, and methodological 
problems then and today. Landsberger applies these two observa- 
tions in his evaluation of criticisms directed against the book, and 
they form the core of his approach to new vistas that his survey sug- 
gests. 

Again and again he points to the richness of data in Management 
and the Worker, and ultimately attempts to extract their contribu- 
tion to larger sociological issues, such as the problems of class, bu- 
reaucracy, conflicts of interests, and competition between power 
groups. Unfortunately his interpretations remain rather on the sur- 
face of the matter. For instance, he contends that Management and 
the Worker “presents a very sensitive picture of the forces which 
today draw classes together and pull them apart.” He refers to data 
that “tend to produce a clearer differentiation between workers and 
management.” But is this differentiation “class” differentiation, and 
if so, on the basis of which concept of class? If foremen identify 
themselves with the workers in the plant rather than with manage- 
ment, is that, as Landsberger wants us to believe, an indication of 
“the proletarization of the lower middle classes,” as predicted by 
Marx? 

Among Landsberger’s references to the time factor, the most inter- 
esting is its relation to psychological and sociological methodologies. 
He states that Management and the Worker is sometimes “undisci- 
plined” in its approach, jumping from one problem to another in 
different fields, but most of the time, he finds, the work expresses 
the possibility of integration in the social sciences. Moreover, he 
points to “advantages of the less structured research methods (un- 
structured interviewing and observation)” used in the Hawthorne 
studies, particularly their advantages for “the exploratory phases of 
research, where there is a premium on suggestive ideas,” and he 
stresses their function as a “stimulant to sociological and psychological 
studies of industrial problems,” apparently meaning by the latter 
those based on quantitative methods. Landsberger uses the latter 
as a yardstick for measuring the methodological shortcomings and 
achievements of Management and the Worker. In reverse, his argu- 
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ments constitute the very reasoning that can be used against the now 
fashionable quantitative methods and their inability to lead to an 
enrichment of the world of thought in which ideas and theories are 
born. 

Landsberger has written a valuable book. It shows that studies 
conducted on the microcosmic level of the plant can reflect and hence 
reveal phenomena of the macrocosmos of society—and it does this 
regardless of whether the examples given are interpreted correctly 
by Landsberger. Furthermore, it contains important arguments 
against the prevailing methods in modern social science, however 
cautiously this criticism is expressed. It may be added, though, that 
this reviewer believes that her evaluation of what is important in 
the book deviates considerably from that of the author. 

Juiz MEYER 


Graduate Faculty of the New School 


IGGERS, GEORG G. The Cult of Authority: The Political Phi- 
losophy of the Saint-Simonians, a Chapter in the Intellectual History 
of Totalitarianism. The Hague: Martinus Nijhoff. 1958. 210 pp. 
Guilders 14.25. 

Mr. Iggers is an authority on the cult of authority in the rising in- 
dustrial-technological mass society that followed the political revo- 
lution and the Napoleonic empire in France. His English translation 
of the Bouglé and Halévy edition of the Doctrine de Saint-Simon was 
a most valuable contribution to the history of sociology and socialism, 
and the new volume under review provides us with a masterful piece 
of interpretation—especially welcome because Iggers has included in 
it a thorough examination of the journal Le Globe and the “second 
year” of the Doctrine. 

The Saint-Simonians made articulate the elements that would lead 
the industrial mass societies toward totalitarian patterns of political 
and social institutions. They grimly anticipated that the new so- 
cieties would reverse the political trends toward freedom of the indi- 
vidual and egalitarian democracies: there would be the authority of 
the experts, the hierarchy of functions, and remuneration according 
to the social relevance of the work done. But though they saw the 
new society as totalitarian, they were averse to the application of vio- 
lence. They were critical of the French political revolution. It seems 
to me, however, that they were fascinated by one element in that 
climactic development, the totalitarian state of Napoleon, and I wish 
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Mr. Iggers had investigated the role of that image in the totalitarian 
ideas of Saint-Simon and his followers. Saint-Simon said that he 
would be the Napoleon of science. Is it not likely that the total con- 
trol of society and the domination of public opinion by military and 
civilian bureaucracies gave an impetus to the imagination and con- 
ceptions of the founders of sociology and socialism? 

The category of utopian socialism, which Marx and Engels imposed 
liberally on all who did not share their own ideas on the future of 
a progressive society, became a prejudice that prevented students of 
‘socialism from reinterpreting the Saint-Simonians. There is actually 
‘more grimness in their analyses of social interactions in the industrial 
mass society than in the romantic transfiguration of the proletariat 
by Marx. The Saint-Simonians flatly rejected the class war, as being 
against the interests of the working classes; the workers, they believed, 
could raise their standards only in a productive and wealthy indus- 
trial society. They agreed with Comte and Bonald that the progress of 
mankind is always directed toward a state of order, discipline, and 
dogmatic unity. 

In the fields of art and literature they carried on the cultural ideas 
of Saint-Simon. The poet, they held, will be the propagandist of 
the new social-historical gospel, and help societies to appreciate the 
meaning of their social progress. Authors are actually functionaries, 
engineers of the new state of mind. In the critical periods of history 
the men of literature will be the servants of a leisure class that 
enjoys the pure formalism of art for art’s sake. The author compares 
the vision of the Saint-Simonians to the Republic of Plato. This com- 
parison is as wrong as it is illuminating. For Plato the Republic was 
the unfolding of the realization of the idea, the fulfillment of the 
highest development, when the philosophers will be kings and the 
kings philosophers. The Saint-Simonians, in contrast, established a 
pattern of social order that is based on technological rationality and 
engineering technology. Theirs was not the idea of the summum 
bonum, but the idea of material efficiency and utilitarian sympathy. 

Mr. Iggers subtitles his book “The Political Philosophy of the Saint- 
Simonians,” but, as he admits, their political theories are implicit in 
their social and historical philosophies, rather than stemming from 
any conviction about the priority of the political. In interpreting 
these philosophies Mr. Iggers has produced an excellent and most 
important book. 

ALBERT SALOMON 


Graduate Faculty of the New School 
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